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ORDERS OF REFERENCE 


Extracts from the Minutes of Proceedings of the Senate for 
Friday, 31st March, 1950 


The Honourable Senator Robertson moved— 


“That the Senate do unite with the House of Commons in the abHoittntene 
of a Joint Committee of both Houses of Parliament to examine and study the 
operation and effects of existing legislation of the Parliament of Canada and 
of the, several provincial legislatures with respect to old age security; similar 
legislation in other countries; possible alternative measures of old age security 
for Canada, with or without a means test for beneficiaries, including plans based 
on contributory insurance principles; the probable cost thereof and possible 
methods of providing therefor; the constitutional and financial adjustments, if 
any, required for the effective operations of such plans and other related matters. 


That the following Senators be appointed to act on behalf of the Senate 


on the said Joint Committee, namely, the Honourable Senators Burke, Doone, | 


Fallis, Farquhar, Ferland, Horner, Hurtubise, King, Leger, Moraud, Stevenson, 


-and Vaillancourt. 


That the Committee have power to appoint, from among its members such 
sub-committees as may be deemed advisable or necessary; to send for persons, 


papers and records; to sit during sittings and adjournments of the Senate, and 


to report from time to time. 


That the Committee have power to print such papers and evidence from day 
to day as it may order for the use of the | Committee and of Parliament, and 
that Rule 100 of the Senate be suspended in relation thereto. 


That a Message be sent to the House of Commons to inform that House 
accordingly.” 

After debate, and—_ : 

The question being put on the said motion, 

It was resolved in the affirmative. 


L. C. MOYER, 
Clerk of the Senate. 


House oF COMMONS, 
Thursday, 30th March, 1950. 


Resolved, That a joint committee of both Houses of Parliament be appointed 
to examine and study the operation and effects of existing legislation of the 
Parliament of Canada and of the several provincial legislatures with respect 
to old age security; similar legislation in other countries; possible alternative 
measures of old age security for Canada, with or without a means test for 
beneficiaries, including plans based on contributory insurance principles; the 
probable cost thereof and possible methods of providing therefor; the con- 
stitutional and financial adjustments, if any, required for the effective operations 
of such plans and other related matters; 
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That 28 Members of the House of Commons, to be designated by the House ; 
at a later date, be members of the joint committee on the part of this House, — 
and that Standing Order 65 of the House of Commons be suspended in relation 3 
thereto; ig 

That the committee have power to appoint, from among its members, | 
such sub-committees as may be deemed advisable or necessary; to call for persons, 
papers and records; to sit while the House is sitting, and to report from time to 
tame; 

That the committee have power to print such papers and evidence from 
day to day as may be ordered by the committee for the use of the committee and — 
of Parliament, and that Standing Order 64 of the House of Commons be sus- 
pended in relation thereto; ' 

And that a Message be sent to the Senate requesting that House to unite 
with this House for the above purpose and to select, if the Senate deems advis- 
able, some of its members to act on the proposed joint committee. aig is 


Ordered,—That Messrs. Ashbourne, Benidickson, Beyerstein, Blair, Brooks, 
Brown (Hssex West), Corry, Cote (Verdun-La Salle), Courtemanche, Croll, — 
Diefenbaker, Ferrie, Fleming, Gingues, Homuth, Knowles, Laing, Lesage, 
MacInnis, Macnaughton, Picard, Pinard, Richard (Gloucester), Robertson, 
Shaw, Smith, (Queens-Shelbourne), Weaver, and Welbourn act on behalf of the © 
House of Commons on the said joint Committee. 


Monpay, 8rd April, 1950. 
Ordered,—That twelve members constitute a quorum of the said committee. 
Attest. | 
LEON J. RAYMOND, 
Clerk of the House. 


REPORT TO THE HOUSE OF COMMONS 
Monpay, April 3, 1950. | 

The Joint Committee of the Senate and the House of Commons on Old Age - | 
Security begs leave to present the following as a ; 
: 


FIRST REPORT 
Your Committee recommends that 12 of its Members constitute a quorum. 
All of which is respectfully submitted. 


| 
a 
JEAN LESAGE, oe 

Joint Chairman. . 


MINUTES OF PROCEEDINGS 
Monpay, April 3, 1950. 


_. The Joint Committee of the Senate and House of Commons on Old Age 
Security met for organization at 4.00 p.m. 


Present: 


. The Senate: The Honourable Senators Burke, Hurtubise, King, Stevenson, 
~ Vaillancourt. 


The House of Commons: Messrs. Ashbourne, Benidickson, Blair, Brooks, 

Brown (Essex West), Corry, Cote (Verdun-La Salle), Courtemanche, Croll, 

_ Diefenbaker, Ferrie, Fleming, Gingues, Homuth, Knowles, Laing, Lesage, Mac- 

Innis, Pinard, Richard (Gloucester), Robertson, Shaw, Smith (Queens-Shel- 
burne), Welbourn. 


On motion of the Honourable Senator Stevenson, seconded by the. 
Honourable Senator Vaillancourt, the Honourable Senator King was appointed 
- Joint Chairman representing the Senate. 


On motion of Mr. Laing, seconded by Mr. Brown, Mr. Lesage, M. P., was 
_ appointed Joint Chairman representing the House of Commons. 


The Joint Chairmen expressed their thanks for the honour conveyed and 
commented upon the task that les ahead. 
~ On motion of Mr. Brown, 
Resolved,—That Mr. Benidickson be appointed Vice-Chairman of the 
~ Committee. 
On motion of Mr. Croll, 
 -Resolved—That a Steering Committee be appointed, the number of Members 
on such Committee and personnel thereof to be determined by the House of 
Commons Chairman, Mr. Lesage, after consulting with the different party 
_ representatives on the Committee. 
On motion of Mr. Homuth, 
. Resolved,—That the Committee recommend that 12 of its Members 
constitute a quorum. 
On motion of Mr. Fleming, 
Ordered,—That 1500 copies in English and 500 copies in French of the 
~ Committee’s Minutes of Proceedings and Evidence be printed from day to day. 


; A series of questions on Old Age pensions, submitted by. Mr. Homuth, were 
referred to the Steering Committee. 


Mr. Lesage announced that he would select the Steering Committee forthwith 
so that it could hold its first meeting at 8.00 p.m. this day. 


The Committee adjourned to meet again on Tuesday, April 4, at 11.00 a.m. 
1 
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Turspay, April 4, 1950. é 


The Joint Committee of the Senate and the House of Commons on Old Age: 


Security met at 11.00 a.m. The Honourable Senator King and Mr. Lesage, M. P., 
Joint Chairmen, presided. } 


—_ 


Present: 


The Senate: The Honourable Senators Hurtubise, King, Stevenson, | 


Vaillancourt. = 
The House of Commons: Messrs. Ashbourne, Benidickson, Brown (Essex 


West), Corry, Cote (Verdun-La Salle), Croll, Diefenbaker, Ferrie, Fleming 


Knowles, Laing, Lesage, MacInnis, Macnaughton, Richard (Gloucester), 
Robertson, Smith (Queens-Shelburne), Welbourn. 


Honourable Paul Martin, Minister of National Health and Welfare, and Dr. 


G. F. Davidson, Deputy Minister of Welfare, were also present. . 


On the invitation of Mr. Lesage, the Minister of National Health and 
Welfare addressed the Committee, stressing the importance of the Committee’s 
deliberations and offering the cooperation and assistance of his Department. | 


The Honourable Senator King thanked the Minister on behalf of the 


Committee. ° 


Mr. Lesage presented the First Report of the Steering Committee as follows: 


“Your Steering Committee met last night. The Members of the said Steering 
Committee are: Senators King and Vaillancourt, Messrs. Benidickson, Blair, 
Cote, Croll, Fleming, Lesage, MacInnis and Shaw. 


report: 

1. The Members of the Steering Committee agree that the Committee will 

be pressed by time if it wishes to present a report in time to be studied 

by both Houses at this Session. From the first meeting after Easter, on 

the 18th of April, there are only eight full weeks up to the 10th of June. 

Consequently, all members of the Steermg Committee are in agreement 

that the procedure to be followed in carrying out the program of work 
outlined herein should be followed as strictly as possible. 


2. The Steering Committee submits that the Committee should sit at 


least five times a week, and that any decision as to an increase or decrease — 


of the number of sessions can be taken later according to experience. 


I was directed by the Steering Committee to present the following unanimous 
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3. In planning the Committee’s program of work, the Steering Com- i. 


mittee is unanimously agreed that the Committee should commence by a 


study of the actual Old Age Pensions program in effect in Canada, and_ 


proceed from there to a study of Old Age Security programs in effect in 
other countries. Following this, the Committee should consider representa- 
tions from organizations which wish to present briefs. In order that these 
briefs may receive adequate consideration, it is recommended that they 
‘should be in the hands of the Committee and available for study by April 
30 at the latest. This will enable the Committee to consider the material 
in the briefs and subsequently to call for hearing as many of these organiza- 
tions as time will permit. Following the hearings from these organizations 
which should commence shortly after May 1st and be completed by ihe 
end of May at the latest, the Committee will then have approximately two 
weeks in the early part of June to prepare its conclusions and to submit 
its report for the consideration of both Houses, by the middle of June. 


: 
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4, When Parliament reconvenes after Easter, it is recommended that: 
the Committee start by hearing the officials of the Department of National 
Health and Welfare and other experts that the Committee may wish to call, 
first with regard to the Canadian scheme of Old Age Pensions, and then 
with regard to programs in effect in the following countries: United States, 
United Kingdom, Australia, New Zealand, Sweden, and France. It is 
probable that at a later stage, the Committee will wish’ to hear officials of 
the Department of Justice on the constitutional aspects of various plans. 

5. The Steering Committee proposes that the services of Mr. J. W. 
Willard, Research Director of the Department of National Health and 
Welfare, be made available to the Committee to assist in preparing the 
factual part of its report. 

6. The Committee will need to establish a secretariat. It is believed 
that at the start at least, the Department of National Health and Welfare will 
be in a position to supply the personnel requiréd. It is anticipated that there 
will be a great deal of correspondence, numerous briefs, and much of mimeo- 
graph work in connection with the preparation of these briefs for distri- 
bution to the members of the Committee. The task of the Committee in 
this regard would be made considerably easier if the organizations sending 
in briefs could supply seventy-five copies, whenever possible. 


Respectfully submitted, 
JEAN LESAGE, 
Chairman. 


On motion of Mr. een the Steering Committee’s first Report was 
adopted. 


On motion of Mr. Fleming: 
Resolved,—That the hearings of the Committee be brought to the attention 


of the Welfare Departments of the different Provincial Governments and that a 


letter be written to them indicating that if they have anything that they care to 
submit to the Committee, the Committee would appreciate their assistance. 


- The Committee adjourned to meet again following the Easter Recess, at 
11.00 a.m., on Tuesday, April 18. 
R. ARSENAULT, 
Clerk of the Committee. 


PRELIMINARY DISCUSSION ON ORGANIZATION 


HousE oF COMMONS, 
April 3, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security met this day at 4 pm. Hon. Senator J. H. King and Mr. 


J. Lesage, M.P., Joint Chairmen, presided. 


Hon. Mr. King (Joint Chairman): Honourable members of the Senate and 


’ the House of Commons, I greatly ‘appreciate being asked to be a member of this 
~ committee, and I am hea e to you for having made me one of the presiding 


officers. 
It has been given to us to survey one of the most important social security 
measures to which the federal government committed itself in a bill passed in. . 
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1927. I have a sentimental interest in being a member of this committee, as it” 


fell to my lot and honour to introduce and pilot through the House of Commons 
the first Old Age Pensions Bill, which received third reading on May 28, 1926. 


That bill was not accepted by the Senate, but became law following the general 7 


election in 1927. : 
I have had oceasion to refresh my memory by reading the debate in the 


House of Commons in 1926, and I find that from all parties in the House there 


were individual members who favoured some form of legislation to cover the — 


aged people who, for various reasons, had failed to provide security for their 
declining years. 


The chief objection of the opposition was the failure of the government to _ 
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get consent from the various provinces. This objection was met by the govern- — 


ment by the fact that a precedent had been established by the former govern- 
ment, which had made grants for highway, construction and education. These 
grants required, before their benefits could be secured, certain obligations on the 
part of the provinces. I am doubtful if the federal government had not made 
the primary move, whether we would have had a universal old age pension 
in Canada today. 

I desire to say that the committee are indebted to the honourable Minister 
of National Health and Welfare, Mr. Martin, for the comprehensive speech he 
made in the House of Commons on March 10, when he moved the resolution to 
set up this committee. It was a great speech because of its clarity, guidance and 
information, and it is now in the hands of the committee. He covered certain 
parts of our own legislation, comparing them with those of other countries. For 
example, the means test. This part of our law has been subjected to much 
criticism. An effort was made in 1937, 1947 and again in 1949 to overcome this 
criticism by extending the benefits and coverage of this important social security 
measure. A substantial liberation in the property qualification has taken place. 

It has been the experience of many of us to be subject to a qualifying, or 
means test, when we approached a friend or financial institution for a loan 
or an extension of credit. At that time we had to satisfy either the friend or 
financial institution as to our ability to take care of our contractual obligations. 

I think the agitation to do away with this means test has come not so much 
from the would-be pensioner as from relatives or friends who felt they had 
some personal obligation that would be relieved if the aged person qualified for 
the pension. This vocal group became a fruitful field for a political appeal. 

The Hon. Mr. Martin has given us valuable information on the subject 
of contributory pensions, and the necessity for having an agreement with the 
provinces before the federal government could enter that field. He also, points 


¥ 


out the necessity of trying to correlate the federal legislation with the various — 


pension schemes that have been in existence for many years, and those of an 
industrial and institutional character that have come into being in late years. 
This phase will require the hearing of much evidence, and the application of cool 
and careful judgment. 

I think I have said enough, except to express the hope that it will be the 
desire and aim of the committee to arrive at unanimous recommendation to 
parliament on this most important social legislation. 


Mr. Lesace (Joint Chairman): My first word must be one of thanks for 
the honour that the House of Commons members of this committee have con- 
ferred on me by choosing me as their chairman. This is an appointment that I 
deeply appreciate because of what this committee can do to further the welfare 
of the aged people of Canada. 

Since the notice of motion to form this committee was first 97 
followed the debate in the House of Commons with the closest infers ee the 
wide diversity of views revealed indicates no general agreement on the pensions 
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pattern that is best far Canada, there is clear conviction on all sides of the House 


that the present system of pensions for our aged can and must be improved. 

Our terms of reference invite us to study our present system thoroughly, its 
strength and its weakness; to study the system in effect in other countries, and 
to consider both the benefits to recipients and the cost of these benefits. We will 
certainly want to keep in mind the degree to which any system EO EpeeG ule 
burden the national economy of our working force. 

All this is to be done, of course, with open minds. Might I here suggest 
that there is a Canadian approach to all such important questions as this. We in 
this country like to know the facts before proceeding to change what we have— 
we like to know all the alternatives before improving any existing measure. No 
doubt the committee will welcome the views of national organizations, welfare 
groups and Canadian labour. 

We are now, I hope, in a year of great decision in the history of old age 
pensions in Canada. This committee is now undertaking a very full and search- 
ing review of the entire purpose and pattern of our pensions system. The Can- 
adian way is to build sturdily so that each social measure can long endure. The 
old age security system that we-can plan here must not only be strong enough 
to survive difficult years—it must bring a degree of hope to a large and other- 


- wise insecure part of our population so that our economy will be strengthened. 


and stabilized. 

It is, therefore, with eager anticipation that I take the chairmanship with 
which you have honoured me. I am sure that you all share with me the convic- 
tion that if, with the cooperation of all interested groups in this country, we 
diligently do our job in this committee, we can reach recommendations that will 
commend themselves both to parliament and to the people of Canada. 


(Mr. Lesage addressed the committee in French). 


Now, gentlemen, if it is your desire I suggest we proceed to the selection of 
a steering committee so that it can at once begin discussing the agenda for 
our first meeting which, under the circumstances, cannot begin until immediately 
after the Easter recess. So that we will waste no time, preparations and studies 
decided on by the steering committee and approved by the main committee, 
could go forward during the recess. I suggest that the steering committee should 
meet tonight and report back to the main committee tomorrow morning at 
11 o’clock. 

May I here indicate my own hope that the committee in view of the 


| ; magnitude of its task and its importance, will consent to sit as often as possible. 


I need not remind the committee that a federal-provincial conference which 
will be held in the fall will give special significance to our deliberations. It is 
therefore important that we plan our meetings in order to report to parliament 
in time for full consideration of our recommendations by both Houses at this 
session. 

I believe that the months ahead will be busy months for us. I know that you 


_ are all as determined as I am to see that our efforts will serve to strengthen 


our measures for the security of all Canada’s aged citizens. I thank you. 


Mr. Brown: Mr. Chairman, before proceeding with the nominations for the 
steering committee, is there not another feature that we should take care of? 
There may be times when the Senate will not be in session and it might be neces- 
sary for the chairman of the Commons section to be absent and I therefore move 
that Mr. Benidickson be named as vice-chairman. 


Carried. 


Mr. Crouu: Mr. Chairman, may I now suggest what I think has been the 
practice, that the chairman, after consultation with the various parties, name a 
steering committee consisting of not more than eight, including the two chairmen. 
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Mr. Fuemrinc: Mr. Chairman, I would like to say a word on that motion — 


before it is carried. There will have to be a steering committee, of course, and | 


I entirely agree with the view you have expressed about the desirability of that 
steering committee meeting at once so that the report may be made to a meeting 
of this main committee tomorrow to the end that plans be made for the launching 


of the very serious and formidable work of this committee immediately after 


the conclusion of the Easter recess. For reasons I have just indicated to you, 
Mr. Chairman, I am concerned about one suggestion, one feature of the proposal 
made by Mr. Croll; he has fixed the number of the steering committee at eight. 
My suggestion is that we be not too rigid on this subject at the present time. 
I think if Mr. Croll would withdraw that particular feature of his motion we 
can get on with it, and suggestions could be made now by the various parties 
as to representation on the steering committee; and I am quite sure we are all 
anxious to proceed as quickly as possible. I think that feature of the motion 
might present some little difficulty at the moment which it is possible may be 
ironed out before the committee meets again tomorrow. ) 

Mr. Lesace (Joint Chairman): The steering committee will have to meet 
tonight. , 

Mr. Crotu: I am satisfied to leave the motion in such a way that the 


chairmen name the steering committee consisting of a number that they feel — 


to be appropriate, after consultation with all the parties. 
Carried. 


Mr. Lesace (Joint Chairman): Now, what should we do about a quorum? 
I would like to have the opinion of members on this matter. There are twenty- 
eight members of the House of Commons and twelve members of the Senate, 
making forty in all. 

Mr. Homutu: In view of the fact that the Senate may recess you had better 
strike your quorum from the standpoint of the members of the House of 
Commons. 

Mr. Lrsace (Joint Chairman): What would be your suggestion? 

Mr. Homuts: I suggest twelve. 

Carried. 


Mr. Lesacre (Joint Chairman): That will be twelve members of the whole 
committee; there will be no separation as regards the two Houses in the quorum. 

Hon. Mr. Kine (Joint Chairman): Twelve members of both Houses will 
form a quorum and there will be no separation. 

Mr. Lesace (Joint Chairman): Now, what shall we do about the printing 
of evidence? 

Mr. Fiemine: There seems to be a usual figure of five hundred in English 
and two hundred in French. I believe that there is going to be a great deal of 
public interest in the work of this committee and I believe many more copies 
of the evidence will be required. I wonder if Mr. Arsenault (the clerk) could 
give us any assistance based on his experience with the Prices Committee two 
years ago? 

The Cizrx: We printed one thousand copies in English. 

Mr. Fremine: How many copies did you print in French? 

The Crerx: Two hundred and fifty copies. 


Mr. Fiemine: Probably that would be a good figure to start with and we 
could alter the figure later if the demand indicates that some- increase is 
desirable. 

Mr. SuHaw: Why would not the Social Security Committee give a better 
indication of the number of copies required? That committee sat for two or 
three years. 


ee 
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Mr. Lusace (Joint Se eee Mr. Cote, suai is i suggestion as to the 
number of copies? 


Mr. Core: I think the number of French copies in comparison with the 


_ English copies was higher than is suggested by Mr. Arsenault; otherwise, I 
think the suggestion made would be appropriate: one thousand in English and 
- four hundred in French. 


_ Mr. Lesace (Joint Chairman): We-will start with that number. If necessary 
we can ask for more. . 


Mr. Knowxes: Was the Prices Committee a joint committee? 
Mr. Lesace (Joint Chairman): No. 
Mr. Know1es: Will ‘we not require a few extra copies because there is a 


large number of members of the Senate? 


Mr. Fuemine: Could Mr. Arsenault tell us how high a proportion of the 
thousand copies in English and the two hundred and fifty copies in French were 
actually taken up? Was the number exceeded? 


The Cuerx: The English supply is exhausted at the present time. 
Mr. Brown: I am told that the Social Security Committee printed fifteen 


hundred copies in English alone. 


Mr. Lesace (Joint Chairman): We will start with fifteen hundred in English 


and five hundred in French, if that meets with the approval of the committee. 


Carried. 
Are there any other questions with regard to organization before the steering 


~ committee meets tonight? 


Mr. Fiemine: Is the committee going to make the usual recommendation 
with regard to sitting while the House is in session? 

Mr. Lesace (Joint Chairman): That was included in the order of reference. 

Mr. HomutH: Tomorrow morning our meeting will deal simply with the 
report of the steering committee, but before we adjourn today may I say that 
there is some information I would like to get which the department will likely 


_ have and if not they can gather it up during the recess. 


Mr. Lesace (Joint Chairman): Dr. Davidson is here and I am sure he will 
take a note of your request. 

Mr. Homuri: I have here a number of’ short questions which I should like 
to have answered before we start to deliberate on this matter. The questions 
deal with the nine provinces because Newfoundland only came into the picture 


recently. If the information is not available for 1949 I should like to have it - 


for the five years previous to 1949. The questions are as follows: 

1. How many old age pensioners had we in Canada in each of the past five 
years? 

2. How many in each province? 

3. What was the total payment, by provinces? 

4. How much was reclaimed from the estates of pensioners these five ae es, 

5. How much from each province? 

6. How much was deducted from the pensioners for having earned over the 
allotted amount permitted under the Act, by provinces? 

7. Is the information available as to how many old age pensioners in each 
province have an estate which can be levied against on their death and what 
are the figures? 

8. Is the law pertaining to the reclaiming of the paid-out pensions 
administered the same in each province, and if not what are the regulations in 
each of the provinces? 


Mr. Lesace (Joint Chairman): I shall give your questions to Dr. Davidson. 
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objective and decide upon what course we are going to follow. These various 
side issues are going to put us off our course. The questions that are asked are 
very pertinent questions but, on the other hand, they are obvious questions, too. 
Surely some course will be laid down whereby a great deal of information. will 
be made available, and if any of us require additional information we will then 
ask questions of whomever is giving the information. If you start on this course 
now and you suggest that the answers be read you will have a lot of information 
which is completely out of context, and the result will be that we shall have some 
haphazard information rather than have our information in a regular fashion. 

Do not forget that in order that we may reach a conclusion on this matter 
information will have to be fed to us in some fashion or pattern so that we can 
correlate it and unless we do that we are going to get ourselves into considerable 
trouble. 

Mr. Ferrie: That is completely out of order until after the agenda com- 
mittee has met. 

Mr. Dierenpaker: In the course of your remarks, Mr. Chairman, you 


Mr. Crotu: Mr. Chairman, it is going to be difficult enough to keep this — 
committee on an even keel. I can foresee difficulties now unless we set our | 


mentioned that certain groups would be welcome to give evidence before this — 


committee— 
Mr. Lesace (Joint Chairman): I hope so. 


Mr. DierenBakerR: I appreciate that, and I thought it was very thoughtful; 
but you did omit one group, and so that there may be no misapprehension on 


their part I think that consideration should be given to representatives of © 


business, as you said, labour and agriculture, and also representatives of the Old 
Age Pension Association. 

Mr. Lesacp (Joint Chairman): I said that I used a general term: national 
organizations and welfare organizations. 3 ae 
Mr. DrkrENBAKER: So there will be no misapprehension on that point, I bring 
that to the attention of the committee. 

Mr. Brown: Will these questions be referred to the steering committee? 


Mr. Homutu: That is all right, but I think if this information is not avail- 
able in the department it should be gathered up. I do not care whether we get 
the information two weeks from now, or when, but I think that only sugges- 
tions from members of this committee will bring to light the difficulties with 
which we are going to be faced. These suggestions are the suggestions which 
from time to time will go to the steering committee, but I do not think this is a 
haphazard way of doing it at all. This is information which we need and we 
will not be able to consider properly the matters referred to us, unless we have 
that information. 


Mr. Laine: I think Mr. Homuth’s request is somewhat of the t¢ i 
s ! ype of thin 
that was put on the order paper by Mr. Knowles; that something ee ae wane 


of a library be made available on all these matters for members of the com- 


mittee. 


Mr. Lesace (Joint Chairman): This matter will be discussed tonight at the 
meeting of the steering committee. The steering committee will report to the 
full committee tomorrow morning. I hope the steering committee will be in a 
position to propose a comprehensive and logical agenda for the main com- 
mittee. As we go along we will try to get more details with regard to a specific 
program so that we can follow a logical course with the least possible delay. 


Mr. FLemine: What time does the steering committee meet? 
Mr. Lesace (Joint Chairman): Eight o’clock. 
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Mr. Fiemine: Will you name the members? 


Mr. Lesage (Joint Chairman): The steering committee will meet at eight 
o’clock in room 497. I shall get in touch with the members of the various parties. 


—The meeting adjourned. 
House oF CoMMONS, 
April 4, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security met this day at 11 a.m. Hon. Mr. J. H. King and Mr. J. Lesage, 


_ Joint Chairmen, presided. 


Mr. Lesace (Joint Chairman): Gentlemen, we have a quorum. We are 
fortunate this morning to have with us Hon. Mr. Martin, Minister of National 
Health and Welfare. Before giving the report of the steering committee, Senator 
King, I thought it would be well if we heard a few words from the minister so 
that we shall know, not what his policy is, because I understand we are going 


to report to him on that, but to know what we can have from his department 


as to information and data. I am sure the committee will be pleased to hear 
Mr. Martin. 


Hon. Paut Martin: Messrs. Chairmen and members of the committee, I 
welcome this opportunity to say a few words as the minister responsible for 
government policy in the matter of old age pensions, at the outset of the delibera- 
tions of this committee. These are deliberations which I regard as being 
extremely important. 

It is not my thought at this moment to do other than to say that the off- 
cials of my department are at the disposal of this committee in any way that 
this committee decides. For some time now in the Department of Nationa! 
Health and Welfare in our research division and on other levels of departmental 
activity this matter has been receiving our most careful study and attention; 
and I have told Dr. Davidson, the deputy minister, and Mr. Willard, our 


-research director, and others that the first priority in the department at the 


present time, in so far as these gentlemen are concerned, is whatever assign- 
ments this committee may give them. Anything we can do to make your own 
researches more complete we shall be very pleased to do. I want you to be 
sure, Messrs. Chairmen and gentlemen of the committee, not to hesitate in 


~ ealling upon the personnel of the Department of National Health and Welfare. 


They will make available for you studies that have been prosecuted in regard 
to what is being done in this respect in other countries, as well as various plans 


_ that you might want to consider in so far as Canadian application is concerned. 


We have been giving this matter a great deal of thought, real hard thought, 
and you will find, as we have found, that there are many ramifications in 
connection with this problem. J am sure that every member of this committee 


will share with me the view that the common desire of everybody in Canada 


allt 
40 <f i 


today is to see that we have the best system of old age security that can be 


~ devised. 


Now, as the responsible inter naturally I have to take into account not 
only what i is within our capacity and not only what is most desirable from the 
point of view of an important system of old age security, but whatever step is 
taken I have to consider, as I am sure you will want to consider, what that 
means toward ett more possible the development of social security in other 
fields. 
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There is nothing more I need say at this time except to. congratulate you, 
Dr. King, on your election as one of the Joint Chairmen of this committee. Tt is. 4 
not without significance that Dr. King, as the first sponsor of old age pensions in _ 
the House of Commons, should be presiding along with you, Mr. Lesage, one of — 
the younger members of the House of Commons, over this important com- 
mittee. I look forward to your studies; I look forward to the conclusions you 
will arrive at; and I know that your deliberations will greatly assist us either 
in confirming judgments which we have arrived at or in causing such judgments 
to be refined or changed, and that your work will be of very great assistance to 
us when we sit down at a later date to discuss this very important matter with — | 
the provincial governments. 


Hon. Mr. ‘Kine (Joint Chairman): I am sure, gentlemen, that I shall be 
expressing your views when I extend to the minister our appreciation and thanks 
for his visit this morning. It is our hope that as the committee goes along with 
its work he may find it convenient from time to time to look in upon us. We 
are grateful to you, sir. | 

Mr. Lesacr (Joint Chairman): Now, gentlemen, is it your wish that I should 
read to you the report of the steering committee which met last evening? The | 
report reads as follows: 

“Gentlemen, your steering committee met last night. The members of the 
said steering committee are: Senators King and Vaillancourt, Messrs. Benidick- 
son, Blair, Cote, Croll, Fleming, Lesage, MacInnis and Shaw. 

I was directed by the steering committee to present the following unanimous 
report: 

1. The members of the steering committee agree that the committee 
will be pressed by time if it wishes to present a report in time to be studied 
by both Houses at this session. From the first meeting after Easter, on 
the 18th of April, there are only eight full weeks up to the 10th of June. 
Consequently, all members of the steering committee are in agreement 
that the procedure to be followed in carrying out the program of work 
outlined herein should be followed as strictly as ‘possible. 


2. The steering committee submits that the committee should sit at 
least five times a week, and that any decision as to an increase or decrease. 
of the number of sessions can be taken later, according to experience. 


3. In planning the committee’s program of work, the steering com- 
mittee is unanimously agreed that the committee should commence 
by a study of the actual old age pensions program in effect in 
Canada, and proceed from there to a study of old age security 
programs in effect in other countries. Following this, the committee 
should consider representations from organizations which wish to present 
briefs. In order that these briefs may receive adequate consideration, it 
is recommended that they should be in the hands of the committee and 
available for study by April 30 at the latest. This will enable the 
committee to consider the material in the briefs and subsequently to 
call for hearing as many of these organizations as time will permit 
Following the hearings from these organizations, which should commence 
shortly after May 1 and be completed by the end of May at the latest, 
the committee will then have approximately two weeks in the early part 

_ of June to prepare its conclusions and to submit its report for the 
consideration of both Houses by the middle of June. 


4. When parliament reconvenes after Easter it is recommended that 
the committee start by hearing the officials of the Department of National — 
Health and Welfare and other experts that the committee may wish to call ~ 


~ 
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first with regard to the Canadian scheme of old age pensions, and then 
with regard to programs in effect in the following countries: United States, 
United Kingdom, Australia, New Zealand, Sweden and France. It is 
probable that at a later stage the committee will wish to hear officials of 
the Department of Justice on the constitutional aspects of various plans. 


5. The steering committee proposes that the services of Mr. J. W. 
Willard, Research Director of the Department of National Health and 
Welfare, be made available to the committee to assist in preparing the 
factual part of its report. 


6. The committee will need to establish a secretariat. It is believed 
that at the start at least, the Department of National Health and Welfare 
will be in a position to supply the personnel required. It is anticipated 
that there will be a great deal of correspondence, numerous briefs, and 
much of mimeograph work in connection with the preparation of these 
briefs for distribution to the members of the committee. The task of the 
committee in this regard would be made considerably easier if the organ- 
izations sending in briefs could supply seventy-five copies, whenever 
possible. 

Respectfully submitted.” 


Yesterday Mr. Homuth put in a series of questions. The steering. committee 
has gone over those questions and it has been agreed that the answers to those 
questions when they are available, will form part of the first statement which 
we will have on the present old age program or scheme in effect in Canada at 
our meeting on the 18th of April when our witness will be Dr. Davidson, Deputy 
Minister of National Health and Welfare. 


Mr. Brown: How do you propose to let various organizations know that 
they are expected to present briefs to this committee before the 30th of April? 


Mr. Lesacre: (Joint Chairman): We will ask for the co-operation of our 
good friends of the Press who are well represented here. 


Mr. MacInnis: I think it would be well at this point to move the adoption 
of the report, and I so move. 


Mr. KNow.uss: I agree with the suggestion to es to expedite the work, but 


I am curious as to the significance of that date, June 10. 


Mr. Lesace (Joint. Chairman): That is only a tentative date, it is an 
objective; it might be the 15th or the 20th of June. 


Mr. Knowtss: It has no special significance? 
Mr. Lesace (Joint Chairman): No. 


Mr. Knowues: Now I should like to ask if it would be possible for any of 
the material that the department has prepared for this committee to be placed 
in our hands before Easter so that we could study it? 


Mr. Lxesace (Joint Chairman): The matter was discussed in the steering 
committee. It is too bad, but the answer is no. The information is not avail- 
able. It will be available as soon as we come back. 


Hon. Mr. Martin: I think I should say that while the information is avail- 
able it is not in a distributable form. 


Mr. Larne: May I ask if the rigid date applies also for the acceptance of 
briefs—the 30th of April? You say that you are attempting to get them in by 
April 30. 

Mr. Lesace (Joint Chairman): It would be much better for all organiza- 
tions that want to send in briefs to send them in by that time. We are not 
saying we will not accept them after that date. 
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Mr. MacInnis: I think we should make it quite clear that the steering — 
committee thought that a particular date—this one or some other date as a_ 
final date—was an absolute necessity, so that we would not be met after we 
had set that date with late comers who might suggest they have briefs to — 


present and we will have a long discussion as to whether those briefs should 


be accepted or not. If the date of April 30 does not give a sufficiently long time 


then it would be better to settle upon a date here and now, but have a definite 
date, whatever that date may be. 


Mr. Crotu: The matter of old age pensions is not a new problem. The 
country has been expecting something to be done about it. The organizations 
interested have heard of the debates in the House, and it seems to me that 
we are very wise in setting a date. That date is not too far removed. Interested 
parties have three weeks from now to prepare their briefs. They know what 
the content of those briefs is likely to be. I think we had better stick to our 


date, otherwise we shall never be finished by June. What usually happens is — 


that the briefs are sent in; we read a couple of briefs; and then people get new 
idaes, and the process is endless. Let them formulate their ideas and get them 
to us by that time. 


Mr. Fremine: I would like to support that thought. All angles were 
considered in the steering committee, and it is quite clear that the organizations 
that are greatly concerned with this problem have been studying it and will 
find that the four-week period held open for the submission of briefs will be 
quite ample for that purpose. It is in the interest. of those who wish to be 
heard in support of their briefs that those briefs be in the hands of the com- 
mittee by April 30; otherwise we are not going to be able to organize our work 
efficiently, and there is going to be a great necessity for careful organization 
of our work if we are going to have an opportunity to hear all those who may 
wish to be heard. The only way that can be brought about, it seems to me, is 
by getting those briefs in by the end of this month. 


Mr. Laine: Has any thought been given by the steering committee to the 
idea, in the case of national organizations or provincial branches, of insisting 
upon a unified brief on the part of a national organization? I have a number 
in mind. In some cases a provincial branch might take the stand that a 
different set of circumstances appertain in their province and they would want 
is pee separate briefs. In that case we are going to have a large number 
of briefs. . 


Mr. Lesace (Joint Chairman): That matter has been considered by the 
steering committee, and the answer would be in the report itself: “This will 
enable the committee to consider the material in the briefs and subsequently 
to call for a hearing of as many of these organizations as time will permit.” 
I know the steering committee will make a choice and will classify the briefs. 
Of course, the national organizations will be called first. 


Mr. Knowtss: Is it not the case that we will receive written briefs from 
those who send them in in time but that the committee will decide which 


organizations we will hear in person, and that hearing may be after April 30? : 


Mr. Lusace (Joint Chairman): It will be. 


Mr. Know ies: There are organizations, for example, like the old age 
pensioners’ societies in the various provinces; I do not think there is a national 
organization. 


Mr. Crouu: Yes, there is one. 


Mr. Brown: You want the briefs in by the 30th of April, but if someone 


Ue ta on the Ist of May with a good brief you are not going to throw 
it out? 
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Mr. Ricuarp: If it becomes known to‘the public that we are going to 

_ receive briefs after that period we will have as many after as before. 

: Mr. Knowxes: It might be an inconvenience to say that people had to be 

- heard before April 30. 

; Mr. Lesace (Joint Chairman): No, people will not be heard before the 
Ist of May. 

Mr. MacInnis: May I raise the question I brought up last night about 
insisting that the point I have in mind should be carried out? As heretofore, and 
perhaps in any report we make, having in mind that the matter of old age 
pensions is the joint responsibility of the federal and provincial governments, 
and as we are not notifying any organizations specifically by correspondence 
as to sending in briefs, I was wondering if the provincial departments that deal 
with old age pensions were in a different position, and whether they should be 
notified that this committee would like to get the provincial point of view. 

Mr. Ferri: Are there not as many as three governments concerned in some 

_ of the provinces—the municipalities pay a portion of the cost? 

Mr. MacInnis: I do not know of any province. 

Mr. Ferrie: Yes, Manitoba. 

Mr. MacInnis: The point I had in mind— 

Mr. Knowues: That has been changed. 

Mr. MacInnis: We should invite the provincial departments who deal with 

_-this subject—advise them that this committee is sitting and we would like to 
have representations if they have any to make and if they feel free to offer those 
representations, well and good. I thought that having the minister here per- 
sonally, and having a high regard for his judgment in these matters, I should 
raise the question. 3 

Mr. MacnaucutTon: We have a report before us for consideration, and it has 
not been adopted yet. Why do we not cross these bridges on April 30 and in 
the meantime make some progress? 

Mr. MacInnis: We could adopt the report of the steering committee and 
deal with this question afterwards, and I so move. 

Carried. 

Mr. Lesace (Joint Chairman): Now, with regard to the invitation to the 
provincial governments. 

Mr. MacInnis: They will have to be notified before April 30 if we decide to 
hear them. 3 

Mr. Benipicxson: As a member of the steering committee am I right in 
saying that the committee was unanimous in its view that representations from 
some provincial governments would certainly be received and be welcomed; the 
only question was whether or not we should depart from our rule of notifying 

anybody specifically to make representations or to receive representations from 
anybody. 

Mr. MacInnis: That was the general idea. | 

Mr. Crotu: What we intended to convey was that the committee would 
consider representations from organizations which wished to present briefs. 

Mr. MacInnis: Provincial governments are not organizations in the same 
sense as these other organizations. They are not in the same position as boards 
of trade and chambers of commerce. 

Mr. Lesacr (Joint Chairman): If we decide. that the word “organization” 
for the purpose of this report includes anyone, including provincial departments, 
the question is covered. 

Mr. Brown: You cannot force a provincial government to send in a brief. 
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aes. ee 
Mr. Lesace (Joint Chairman): I do not know whether we should invite them — 


5 pees. ‘ 
specifically. es i 


Mr. Fueminc: The minister is not a member but he is here this morning, | 
and I wonder if he has any suggestion to offer us on this particular point. I take © 
it that his department is in frequent communication with the provincial govern- 
ments, and he might be in a position to help the committee on this point. | u 


Hon. Mr. Martin: I hesitate to express my views, but since I am invited to 
speak I may say, speaking for myself, that I am anxious to get. every possible 
point of view on this problem. We have spent a lot of time on this matter in 
our department, and I am sure that from the point of view of the public and ~ 
_ parliament it would be perhaps useful that this committee have the same — 
experience and the same searching information. While it should be realized 
that provincial governments are not in the same position as an organization — 
and that a request for information to a department of a provincial government 
administering old age pensions should be couched in different terms—I think — 
that must be understood—I would think that perhaps the information based | 
on experience in administration of those administering old age pensions might be _ 
helpful. | 


Mr. Fuiemina: I think it is clear that we should bring our hearings directly _ 
to the attention of the welfare departments of the different provincial govern- 
ments and we should write a letter indicating to them that if they have anything — 
they care to submit to us we would be pleased to receive their help in our study. 

I would so move. - 


Mr. Know tes: I hesitate to submit a precedent, but something did happen 
in the case of the 1924-25 committee: there was correspondence with the prov- 
inces which was referred to the committee so that they could have the benefit 
of it. . 

Carried. 


Mr. Lesage (Joint Chairman): Very well, I shall write to the various ) 
provincial departments which deal with old age pensions, 
_ (Discussion with regard to the selection of an appropriate meeting place.) 
(Discussion with regard to the days and times of holding meetings.) 


Mr. Smiru: I notice there is some mention that the committee may wish to 
hear officials of the Justice Department; do you not also think that we might — 
wish to hear from officials of the Department of Finance so as to have our work 
related to whatever financial implications there are? 


Mr. Lesacr (Joint Chairman): It is quite possible that we shall do that: 
we may call officials of the Department of Finance and of the Department. of 
National Revenue. We will know that as we go along. | 

The next meeting of this committee will be held on Tuesday, April 18, at 
11 o’clock, and our witness will be Dr. Davidson, Deputy Minister of National _ 
Health and Welfare. This subject will be the present old age system in Canada. 


-—The committee adjourned. 
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MINUTES OF PROCEEDINGS 
Tuespay, April 18, 1950. 


ee Ee Joint Committee of the Senate and House of Commons on Old Age 
- Security met at 11.00 a.m. Mr. Lesage, Joint Chairman, presided. 


Present: 
The Senate: The Honourable Senators Hurtubise, Stevenson and Vaillan- 
— court. 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 

Brown (Hssex West), Corry, Cote (Verdun-La Salle), Croll, Diefenbaker, 
Ferrie, Fleming, Homuth, Knowles, Laing, Lesage, MacInnis, Macnaughton, 
4 Pinard, Robertson, Shaw, Smith (Queens- Shelburne), Weaver, Welbourn. 


4 Honourable Paul Martin, Minister of National Health and Welfare, and 
_ Dr. G. F. Davidson, Deputy Minister (Welfare), were also present. 


: The Chairman read a copy of the letter addressed by the Clerk to the ~ 
_ Provincial Ministers of Public Welfare, pursuant to a resolution adopted on 


4g Reference having been made to certain press reports on alleged statements 
_ attributed to the Minister of National Health and Welfare, the Minister made 
a statement in relation thereto. 


Dr. Davidson was called. His written statement on Canada’s Old Age Pen- 
_ sions program, copies of which had previously been distributed to Members 
_ of the Committee, was taken as read and ordered to be printed in the record of 
' evidence. The witness was then examined thereon, being assisted by Mr. J. W. 
_ MacFarlane, Director of Old Age Pensions. 


The following documents were distributed to Members of the Committee: 


1. Old Age Pensions.Act (1927) as amended up to and including 1949. 


2. Report on the administration of Old Age Pensions and Pensions for 
blind persons in Canada under the provisions of the Old Age Pensions 
Act for the fiscal year ended March 31, 1949. 


At 1.00 p.m., the Committee adjourned until 4.00 p.m. this day. 


- -  * AFTERNOON SITTING 
The Committee resumed at 4.00 p.m., Mr. Lesage, Joint Chairman, presiding. 


Present: 
The Senate: The Honourable Senators Hurtubise and Vaillancourt. 


q The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 
Brown (Essex West), Corry, Cote (Verdun-La Salle), Croll, Ferrie, Fleming, 
: Knowles, Laing, Lesage, MacInnis, Macnaughton, Pinard, ‘Robertson, Shaw, 
= Smith (Queen’s- Shelburne), Weaver, Welbourn. 
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The Chairman informed the Committee that a reply had been received 
from Hon. H. L. Pottle, Minister of Public Welfare for Newfoundland, to the 


Clerk’s letter of April 6th. 

Dr. Davidson was recalled and further examined. He was assisted by 
Mr. J. W. MacFarlane, Director of Old Age Pensions. 

At 4.30 p.m., Members of the House of Commons were called in the House 
for a division and the Committee proceedings were resumed on their return. 

At 6.00 p.m., witness retired and the Committee ajourned until Wednesday, 
April 19, at 4.00 p.m. 

R. ARSENAULT, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 
, , House or CoMMons, 
a April 18, 1950. 


Br - The Joint Special Committee of the Senate and the House of Commons 
on Old Age Security met this day at 11 a.m. a8 J. Lesage, Joint Chairman, 
presided. 


The CHarrMan: Gentlemen we have a quorum. Dr. King, the co-chairman, 
4 wrote to me saying that he regretted that he could not be here before the 
(22nd of April and asked me to carry on for him. . 


7 In accordance with the motion which was agreed upon at the last meeting 
a a letter was sent to ‘tthe welfare ministers of the various provinces. The letter 
was signed by Mr. Arsenault, the clerk of committee, and read as’ follows: 


ee Str,—A Joint Committee of the Senate and House of Commons has 
¥ been appointed to examine and study the matter of Old Age Security. 
This is a subject in which your department has had much adminis- 
___ trative experience. With this in mind, I am writing, at the request of the 
«committee, to inquire whether in the light of this administrative experience 
. your department wishes to furnish the committee with any information 
q ~ which might be helpful to it in the consideration of this problem. 

E.. In the event that you wish to do so, it would be helpful if this data 


could be in the hands of the committee by the 30th day of April to enable 
full consideration to be given to it. 


This letter was sent to all the ministers of welfare of the various provinces. 
4 Is it the wish of the committee that the list of ministers to whom this letter was 


i ‘sent shall follow the letter in the proceedings? ; 

=. > Agreed. 

> British Columbia: Hon. George S. Pearson, Ritestes of Health and 
4 Welfare, Victoria, B.C. 

MY Alberta: Hon. (Dr.) W .W. Cross, Minister of Public Health and 
Public Welfare, Edmonton, Alberta. | 

SS Saskatchewan: Hon. John H. Sturdy, Minister of Social Welfare, 
_ Regina, Sask. 

a Manitoba: Hon. Ivan Schultz, Minister of Health and Public Welfare, 
y _ Winnipeg, Manitoba. 

4 if ee Ontario: Hon. W. A. Goadrenaar Minister of Public Welfare, Toronto, 
ee nt. 

a Quebec: Hon. J. Paul Sauve, Minister of Social Welfare and Youth, 


= Quebec, P.Q. 
New Brunswick: Hon. (Dr.) F. A. McGrand, Minister of Health and 
Social Services, Fredericton, N.B. 7 


Bx Nova Scotia: Hon. Alex H. MacKinnon, Acting Minister of Public 
_, Health and Welfare, Halifax, NS. 
- P.E.I.: Hon. A .W. Matheson, Minister of Health and Welfare, Char- 


lottetown, P.E.I. : 
‘Newfoundland: Hon. (Dr.) H. L. Pottle, Minister of Public Welfare, 
‘St. John’s, Nfld. ) 
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neat 


¢ : news nee 
No answers have been received as yet from the provincial ministers although 
I had a communication from the legal adviser of the pension commission: for the : 
province of Quebec asking that the minutes of proceedings be sent to them as 
they are printed. ’ | =e BENE 
No national organizations have up to now sent in written representations. ‘ 
Some local organizations have done so. A few inquiries on procedure to be 
followed have been made. I am sure, and I say it again, ‘that all the members 
of the committee would highly appreciate having the views of national bodies 
—for instance, bodies connected with labour, trade, and industry—on possible — 
systems of old age security in Canada. ; 
I had asked that briefs be in before May 1st, and I would like to draw 
the attention of all interested parties to the fact that May 1st comes in less 
than two weeks. As I said, I have received representations from local organ-. 
izations and also from a great number of individuals. I am having a summary 
of such representations prepared from day to day, so that in a few days I shall — 
be in a position to let the committee know what kind of representations we have 
received from local organizations and individuals. Z 
A secretariat has been set up. Miss Waters, the Secretary of the Depart- — 
ment of National Health and Welfare, is in charge of the secretariat which has | 
its offices on the third floor of the Trafalgar Building. 
Mr. J. W. Willard, whom we have asked, has agreed to be our research 
adviser and he is going to do the job of research for us. He has a staff which ~ 
is also in the Trafalgar Building, on the third floor, where offices have been — 
put at our disposal. pS : 
This morning we distributed the Old Age Pensions Act and the annual — 
report of the Old Age Pensions Division of the Department of National Health — 
and Welfare for last year. <i 
Now, coming to Mr. Homuth’s questions, a copy of which he filed when ~ 
the Committee last met on April 3rd. All the information asked for will be — 
found in the annual report and in the brief that Dr. Davidson is going to ‘ 
} 
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deal with this morning. It was distributed last night and this morning to 
members of the committee. There is only one question asked by Mr. Homuth ~ 
to which no answer is given. It is question number seven on page seven of the © 
printed report and read as follows: 4 
Is the information available as to how many old age pensioners in 
each province have an estate which can be levied against on their death © 


: 

: 

and what are the figures? i 
. ° . . » K 

That is the only one on which we have no information. ; 


As has been decided by the steering committee, which decision was approved — 
unanimously by this committee, I propose that we hear Dr. Davidson on the | 


present scheme of old age security in Canada. 


Mr. Homutu: Before we proceed with Dr. Davidson, I think there is a 
matter which we should clear up and clear up very definitely. This committee 
was set up for the purpose of trying to find a solution towards giving the old age 
pensioners of this country a little more comfortable life than they have, and at 
our original meeting I asked these questions. At that time Mr. Croll took 
exception because he felt that I was going to lead the committee off to one 
_ side, and so on, and that would disrupt the work of the committee. 4 

The questions were very important to the findings of this committee. During) | 
the Easter recess all of us went to our homes, if that was possible. I was at~ 
several meetings, and naturally I was asked what the Old Age Security com- 
mittee is going to do, or what is the social security committee going to do, — 
and I was very careful to try and explain to them that we are trying to work | 
out a scheme whereby the old age pensioners in this country will get a little 
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Th hen one Okt I came Sues hawie aA I Teka up ii Rovonts Dads Star 
and I found that the Minister of National. Health and Welfare had made a 
speech in Leamington. He had also been there when the deliberations were 
earried on between the Ford employees and the Ford Motor Company in con- 
nection with a threatened strike. The headline in the Toronto Daily Star read 
as follows: 


Means Test Abolition to Mean $95 Monthly by Ford Plan—Martin. 


- I think that this committee ought to know right now whether Mr. Martin 
; yesterday gave an answer to Mr. Knowles’ question in the House. It was an 
evasive answer, and I say that not unkindly, but it was not an answer to the 
question. 

Apparently, the Ford strikers decided that they would not go on strike 
because if they were going to have $40 a month without a means test and they 
— got $55 from the Ford Company, they would have $95 a omen, as against $100 
F in the United States. 


Mr. Know tes: $135 in the case of a married couple. 


Mr. HomutuH: Now, was this. done in order to save the government from a 
_ very difficult labour strike in this country or was it a declaration of government 
policy? If the abolition of the means test at 70 years of age is government 
; policy, then all the work of this committee is abortive, and we might as well fold 
up right now. Let the government bring in its bill abolishing the means test. 
If it was not government policy then it certainly was unfair to the men of the 
_F ord Motor Company for the government to make a promise such as that. 
I think a matter that ought to be cleared up in this committee is whether or not 
members of this committee are going out—and particularly a cabinet minister 
or other members of the government—making promises to people while this 
committee is sitting. We are working on the question as tc what we can do for 
old age pensioners in this country. I do think it is an insult to this committee 
for members to go out and enunciate a policy on this subject and have this 
‘committee sitting for months trying to work out a policy only to find that the 
government already had a policy on the question. 


Hon. Mr. Martin: I think that I should clear the matter up right now. 


The CuHarrRMAN: I believe the matter could quite easily be cleared up 
‘because the minister, the Honourable Mr. Martin, is here. 


Mr. Know tes: I move that he be heard. 


The CHatrMAN: Yes, I imagine it would be the wish of the committee that 
‘Mr. Martin would comment first on the statement made by Mr. Homuth,. and 
_ then, on the report which appeared in the Toronto Daily Star. 


Hon. Mr. Martin: Mr. Chairman, I am very glad that my honourable 
friend has brought this matter to the attention of the committee. 


Mr. Knowuss: Let’s have it complete. 


a Hon. Mr. Martin: The reference was to an article which appeared in the 
_ Toronto Daily Star of April 11. The first time I saw it I noticed that it did 
- not quote me at all, but rather that it was an interpretation of what the reporter 
~ understood indirectly had been said. The report suggests that I was understood 
to have said certain things about pension provisions and I quote: “The company 
offer follows a joint company-employee conference with Hon. Paul Martin, 
federal Minister of Health and Welfare, in which the minister indicated his 
_ belief there’ will be a national old age pension of $40 a month at age seventy 
with no means within two years”. 
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I think Mr. Homuth will agree when I say that that is not quoting me — 
directly. May I say this: I did not see the article itself at the time, but I was | 
told about it over the telephone by my office while trying to get in a few days’ — 
holiday, and I authorized my office to make the following statement at once — 
which appeared in the Windsor Star of Wednesday of last week. It 4183s", 


follows: 


; 
oP pay 
; 


<4 


Ottawa—As the result of a story appearing in a Toronto newspaper 
which quoted Hon. Paul Martin, national health minister, as stating the 
government was preparing for legislative action on a $40 monthly. pension : 
for Canadians, without a means test, the following statement was issued 
today from the minister’s office: | i 

At a meeting a few weeks ago of representatives of Local 200, — 
U.A.W.-C.1.0., and Ford Motor Company of Canada, Limited, with — 
Hon. Paul Martin, it is understood here he did not discuss with the 
union or company any specific proposals, either with regard to 
amount or eligibility or any other detail of any proposed social | 
security legislation. 

Mr. Martin simply made it clear that formulation of any new 
dominion plan could not be expected early enough to influence the — 
negotiations between Ford of Canada and the union. P'S 

He expressed the hope that as a result of a study being under-— 
taken by a joint committee of the House of Commons and Senate, that _ 
the dominion government would be in a position to discuss with the — 
provinces in the fall of this year a greatly improved old age security — 
plan. x. 

As to the details of the amount of pension it would provide Mr. — 
Martin had no opinion in advance of the study now being made by — 
the joint committee. 


At that particular meeting I did not say anything about old age pensions — 

or the position of the government, which was not clearly later stated by me in — 
the House on March 10, 1950, when I said (page 643 of Hansard) : ae St 
As we approach these discussions with the provinces, it will be — 
: helpful for us to have the considered views of all the parties in this — 
| House, of organized labour, of industry, of representative social welfare 
organizations, and of other interested groups in our population, who have 

given study through the years to the important question of old age — 
security. I believe that in the formulation of a policy nothing could be 

more desirable, before we finally meet the provinces, than to take the © 
organized labour groups of this country into our confidence through this — 
committee, as well as the farmers and other organizations. I think that — 
attitude, and that approach, will commend itself to all hon. members. — 


Later on, at the bottom of page 644 I said: } 
With that in mind, what we wish to do is to develop, within the limits — 
only of the financial capacity of our people, and with due regard to — 
our over-all commitments in all fields of social security and other govern- 
mental responsabilities, the simplest, most effective and most humane 
system of old age security that it is possible for us to devise. We wish — 
to do this, not in open disregard of provincial rights or interests or con- 
cerns, but in full consultation, agreement and partnership with them, — 
This, Mr. Speaker, is our objective in the field of old age security. It 
is with this, along with other equally important matters in mind, that we — 
look forward to our conference with the provinces in the autumn of this _ 
year. It is for the purpose of enabling us to consider every possible point 
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Bees ge view ¢ which could be of ees to us in formulating future plans and 
__-programs that we are proposing to set up this joint committee of both 
Houses. 


eo - Nae, with regard to the question raised Otay in the House, when 
aT. happened to be otherwise engaged, I made a reply last night, and I said that 
- the only assurance that could be given was that this matter would receive the 
g fullest attention it would be possible for the government to give it when it was 
before this committee and that the setting up of this commitee was an indication 
- on our part that we intended to give this matter the fullest attention. I have 
before me the Canadian edition of the United Automobile Worker for March 1950 
_ which confirms this, and in part it reads as follows: 

Federal Health Minister Paul Martin told the negotiating committee 
and Wallace H. Clark, company industrial relations director, that his 
government “just cannot” do anything about eliminating the means test 
in Canada’s Old Age Pension Act until after a scheduled conference 
of the Dominion and the provinces next fall. 


Mr. MacInnis: Mr. Chairman, I wonder if we could shorten this dis- 
cussion? For that purpose I have two questions I.would like to ask the minister, 
and they are very short questions: First, did a delegation from the automobile 
' workers or from the automobile workers negotiating committee interview the © 
- minister? 
Hon. Mr. Martin: When? 

Mr. MacInnis: Over the Easter holidays, or over the weekend. 
, Hon. Mr. Martin: No, no; but I would say that around April 10, I forget 
' the exact date, the workers iand the company—and I may say there are quite a 
_ few workers’ representatives that have seen me recently— 
Mr. MacInnis: I am not concerned about the others, but did you see them? 
Hon. Mr. Martin: Yes, I did, among others. They had come to review 
_ phases of the matter. We discussed such things, for instance, as the various 
pension schemes now operating in the United States, and there was a refutation 
of the statement that in some systems over there the state or federal governments 
made a contribution to the fund. 
Mr. Crouu: Did you say April 10? Did you mean April 10? 
Mr. Knowies: You mean March, March 10, that was when the joint 
_ delegation with regard to old age security and so on was down here. 
; Hon. Mr. Martin: We discussed, for instance, some reports in circulation 
as to how the various funds were made up in different parts of the United 
States; that is, contributions being made by the workers and by the employers, 
and the report or rumour that those contributions were supplemented by contri- 
q butions made by the state or federal governments. I pointed out that this was 
q not the case with the orthodox contributory retirement schemes in the United 
_ States, and that neither the federal or state governments contributed anything. 
- The facts about that scheme were brought out in the discussion. I indicated 
a further with regard to all of these matters that we were going to have a con- 
3 ~ ference i in the fall when these matters could be discussed; and that in the light 
of discussions of the kind we were then holding and te conferences which 
g were in contemplation we would be able to ascertain what could be done about 
a improving our system of old age security; but there were no assurances of any 
kind given. I have stated already that I, as head of the department concerned, 
and the government, are doing everything possible to try and bring about the 
__ best possible scheme of old age security that we can devise. 
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rise to the item which appeared in the Toronto Daily Star? ? ah 

Hon. Mr. Martin: Well I would say the answer to that question would 
be: No. Mr. Burt himself called my office and complained to my secretary 
about that article and said that it did not represent the nature of our discussions.. 
I agree fully with Mr. Burt. 

‘The CuatrMan: I do not know how far we can go in this matter. 

Mr. MacInnis: I am trying to get a simple answer to a simple question: 
Did the minister make any statement in that regard to the negotiating com- 
mittee, or advising the negotiating committee, that would substantiate the report 
which appears in the Star, on which it could be based. 

Hon. Mr. Martin: I have already said, No. 

The CuarrMan: The answer to that question has been given I think at least 
three times, and the answer was, No. 

Mr. MacInnis: Very well then, but as far as the reasons for it are con- — 
cerned, I am afraid the minister is not entirely clear. 

Hon. Mr. Martin: The reason was, as I stated in my opening remarks, 
that the article as it appeared in the paper referred to did not represent the | 
situation as I knew it, and I therefore authorized the statement, which I have 
just read to be made in order to clear the matter up. | | 

Mr. Knowues: Might I ask the minister just. one question? It is with 
respect to the answer he made last night in reply to my question in the House. 
I had asked him whether he had made any statement to the management or 
workers of the Ford company that could be taken as an assurance that they 
could settle their pension negotiations on the basis of the means test being 
removed from old age pensions. This was the minister’s reply: The only assur- 
ance I could give would be that the government was most anxious to give 
this whole question the fullest consideration and that it was doing so. My 
question to him was this: was any such assurance as had been referred to in _ 
this article given to the Ford people, or are we to take the assurance he eave us 
in the House last night? 

Hon. Mr. Martin: What I object to about your question is the way in 
which it is framed. It is much the same as the one that you asked in the House 
last night, and I could not allow the question to be put in that form. I simply 
pointed out that the only assurance I could give, and the only assurance that 
I or the government were authorized to give, is that we are doing our best in the 
light of our obligations as a federal government to the people no less than to the h 
provinces, to devise a satisfactory old age security system and put it into effect. 

Mr. Know tes: That is not an answer to my question. The minister was 
telling us last night that he gave some kind of assurance to the Ford people. 

The CHAIRMAN: Yes, he just said what it was. 

Hon. Mr. Marrimn: The assurance I gave was that we would do the best we 
could to devise the most satisfactory old age security system possible. ‘ 

Mr. Knowuss: I asked him whether some kind of assurance had been given 
to, the Ford people. 

_ Mr. Brown: Mr. Chairman, I think I could give some confirmation a the 
minister's statement because I was present throughout the whole of the confer- 
ence and I think the statement he has made as to the conference of March 10. 
or thereabouts—I am not sure as to the date—is substantially correct; that there 
were no assurances given to the Ford people or to labour. He merely stated: 

the facts as to what they have in the United States and the facts as to what there 
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is in Canada; and there was no assurance in my TEN See I was there 
throughout the whole of the conference as the member from Essex West—there 
was no such assurance given as is reported in this article which appeared in the 
Toronto Daily Star. 
_ Mr. Macnaucuton: Let us proceed, Mr. Chairman. 
_ The Cuatrman: Yes. I wish to thank both the gentlemen who put these 
» questions and the minister who has answered them, because it clears the air. 
‘ Mr. Homutu: I am quite willing to accept fe minister’s answer but I did 
‘ icc that this was a matter that had to be cleared up, because there was the 
- feeling throughout the country that they were given this assurance; but as far 
= as l am concerned, I am quite willing to let the matter ride. 
q Mr. Benipicxson: Mr. Chairman. I believe we decided in this committee 
_ that we would follow the agenda prepared and submitted to us by our steering 
~ committee and I do not think we should deviate from that decision. I think the 
- consent of the committee should be obtained before a matter of this kind is 
- brought forward for discussion, and I do not think that we need to thank anybody 
particularly for contributions of this kind. 
g Mr. Crotu: Mr. Chairman, may I say how disappointed I am at the 
proceedings this morning. I had hoped that what the minister would have to 
_ say would be of guidance for this committee toward its objective. I fully agreed 
- with the article. I thought that was as it should be. I am sorry that the minister 
now states that he did not make such a statement. 


The CHAIRMAN: Well, I don’t believe members of the committee will agree 
with Mr. Croll because as I understand it we have had a lot of useful information 
placed before us on this matter. I think it. was one in which not only the people 
- of Canada are interested, but also one that members of the committee and 
_ members of the government should take into consideration, and that we should 
_ hear comments on it. I am sure that we all want to consider what is to the best 
advantage of Canada, and in doing so we invite and need the help of all Canadian 
citizens to the end that we may work out, as the minister says, the best possible 
Z scheme of old age security. 


Now, shall we proceed, gentlemen? 
Mr. Macnavueuton: Call the witness. 


: Dr. G. F. Davidson, Deputy Minister of Welfare, called. 

r. The CuatrmMan: Dr. Davidson wishes to have Mr. MacFarlane with him. 
_ Mr. MacFarlane is the director of old age pensions. 

q Agreed. 

. Is it the wish of the committee that Dr. Davidson read his statement? It 
j was distributed last night. 

‘ Some Hon. Members: No, no. 

; Mr. Fiemine: If there is no objection, | suggest that we follow the proce- 
_ dure discussed in the steering committee. It was that Dr. Davidson would take 
his written statement page by page and make comments on significant features. 


The CuarrMan: I believe that would be agreeable to the committee. 
Mr. Crouu: I suggest that his presentation be put on the record. 
The CHAIRMAN: Yes. 


/ Mr. Fiemine: On that point we had better lay down a procedure. Shall 
we print the submission in the body of the proceedings or as an appendix? 
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Mr. KNOWLES: I would suggest that it be printed as an appendix. 


The CuHatrmMan: Are you not afraid that people reading the reports will 
not be able to understand fully what went on? 


Mr. Fuemrinc: I think it would be better if the statement were put fee 


into the text of the proceedings and we will just have to do the best we can 


in identifying the pages. The pages in the mimeographed copy will not be the | 


same as those in our proceedings. 
The CuarrMan: Well, is it agreed that the statement be printed in the text 

of our proceedings? 
Agreed. 


Mr. Knowues: It should be made clear that it was not read. 
The ,Witness: I will then, Mr. Chairman, tender this statement. 


CANADA’S OLD AGE PENSIONS PROGRAM 


FOREWORD: | 

A comprehensive review of the old age security provisions in effect at present 
in Canada should normally, of course, take into account a wide variety of pro- 
grams currently in effect, under both public and private auspices. 

Such a study would involve, in addition to the public provision made under 


Federal and provincial old age pensions legislation, examination of the provi-° 


sions of the War Veterans’ Allowance Act, “the dominion government annuities 


program, federal, provincial and municipal superannuation schemes, industrial | 


and commercial pension plans, and the substantial volume of private provision 
for retirement made through commercial life insurance companies. 
It is not possible, within the compass of this brief memorandum, to examine 


in detail such a wide variety of programs. Consequently, it 1s proposed to deal 


herein solely with the Old Age Pensions Act and the various features of this law 
as it presently operates which are likely to be of greatest interest to the Com- 
mittee in the study which it is presently undertaking. 

History: 

The present Federal Old Age Pensions Act goes back in its earliest origins to 
March, 1927, when the parliament of Canada enacted as Chapter 35 of the 
statutes of that year the first old age security law to be placed upon the statute 
books in Canada. 

Many years of discussion in parliament preceded the enactment of this law. 
Beginning with the session of 1906-07, the subject of old age pensions began to 
attract increasing attention in discussions in the House. These first evidences 
of interest coincided roughly in time with the enactment of the first old age 
pensions legislation in the United. Kingdom: and there is little doubt that it was 
the legislative action of the United Kingdom parliament which first stirred the 
interest of Canadian legislators in this question. 

The period 1906 to 1926 was marked by an increasing and constantly recur- 


ring interest. The first legislative action on the part, of the Canadian parliament 


came quickly vith the passage in 1908 of the first Government Annuities Act, 

Following upon that action came the appointment of a series of committees to 
study the problem of the aged, and renewed discussion from time to time of 
resolutions relating to old age pensions in the House of Commons. 


Finally, on July 1, 1924, a special committee of the House reported the 


following Fonommnendavions: 


1. That an old age pension system be established at the earliest possible 
date for deserving indigent persons of 70 years of age and upwards. 
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| 2. That applicants for pensions must be British subjects of at least 20 years’ 
tes in Canada, or naturalized subjects of at least 15 years’ naturalization 
— and 25 years’ residence. 

3. That the maximum rate of pension be $20 per month; which would be 
lessened by private income or partial ability to earn. 

4. That one-half of the pension payable be borne by the federal govern- 
_ ment; the other half by the provincial government of such provinces as express 
m by legislation the desire to adopt the system—the cost of administration to be 
borne by the provincial governments. 


These recommendations, after further study by a committee of the House 
- established in 1925 to consider the views of provincial governments, and in 
_ particular the constitutional aspects of the problem, were embodied in a reso- 
_ lution placed before the House on March 26, 1926, by the Acting Minister of 
- Labour. 
: Following passage of this resolution, the House considered and passed on 
“May 28, 1926, an Old Age Pensions Bill embodying the principles contained 
in the resolution itself. The Senate, however, rejected the bill. 

' An identical resolution and bill were Meeniad to the House and passed a 
_ year later, on March 4, 1927. On this second occasion, the Senate quickly passed 
the bill, and it was finally given royal assent on March 31, 1927. 

Passage of this permissive federal legislation did not, however, make pen- 
sions immediately available to the aged of the provinces. Provincial enabling 
legislation had to follow, and after that, agreements had to be negotiated with 
each province before pension payments could commence. 
| British Columbia was the first province to pass the necessary legislation 
and to commence payment of pensions following the negotiations of a dominion- 
_ provincial agreement as required by the Act. The first dominion-provincial 
_ old age pensions were paid in that province in September, 1927. The other 
provinces and territories joined in the following order: 


DA PU aAAen OO) AANA Oa tess er a) sk si be SRR Reo oP September 1, 1927 
aCe R IE oer NS i's Zt, ie avagevalgis wos. 46 May 1,, 1928 
PV LIMO siete yay saccade. <cosatie, «16 SRR eae ow Ng September 1, 1928 
DAD MSEC Sal i eee Eo Rae, Oatley ST! years August 1, 1929 
Northwest Cerritories . 3 4... eee aR January 25, 1929 
RR Re eae tne 2G oy weed se Rasa hts Piao November 1, 1929 


With the onset of the depression, it became increasingly apparent that 
_ the provinces which had not yet entered the scheme would have great difficulty 
- in committing themselves to the heavy extra expenditures involved in paying 
~ one-half of the cost of pensions, as provided in the Act of 1927. 

Accordingly, the federal government amended the Act to. provide that 
as from July, 1931, the federal share of pensions paid would be increased from 
| 50 per cent to 75 per cent, and the provincial share reduced from 50 per cent 
to 25 per cent. This action on the part of the federal government not only 
_ provided substantial financial relief to provinces already in the scheme, but 
? provided additional incentive for provinces to enter the scheme. The remaining 
provinces accordingly entered, and began to pay old age pensions on the 
following dates: 


EeincCAO WHC Peas SROs ree a atts ce July 1, 1933 
POISON Ci ag eect ee iiekn wike Pie tip GAY sae March 1, 1934 
NM EAN GNC a OUR SIN Dali lort ae hy Siw wns goo lnlove) 0 ons ANY. giana! NS! A! 8 
SUCGOU weaih Wbira i oa Benes ae See Biese EIN aia. August 1, 1936 
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With the entry of Quebec into the program on August 1, 1936, pensions 


became payable throughout all of Canada except for the Yukon Territory. 


It was not, however, until April 1, 1949, with the entry of the Yukon Territory 


on the same date as the new tenth province of Newfoundland, that it was possible _ 


to say, in literal truth, that old age pensions were payable throughout all parts 
of Canada without exception. 


\ 


MAIN FEATURES OF PRESENT PLAN 


The old age pensions program presently in effect through Canada differs, | 


of course, in many points of detail from the original enactment; but in its 
broad outlines, it still adheres to the general pattern and principles of the 
1927 law. 

It remains today, as it has been from the beginning, a means test program 
of pensions to the needy aged 70 years of age and over, with 20 years’ residence 
in Canada. It continues to adhere to the principle of provincial administration 
of the program under joint dominion-provincial agreement, with over-all federal 
supervision and audit, and federal reimbursement of a substantial portion of 
the pension costs. Administration costs continue to be the exclusive responsibility 


of the provinces, except for federal costs incurred in connection with supervision — 


and examination procedures. The legislative basis of the program continues 


to be the basic law as enacted and amended from time to time by the federal. 


parliament: but this law, to be effective in the provinces, has to be implemented 
by provincial enabling legislation ‘authorizing the provinces to enter into an 
agreement respecting pensions with the federal authority, and to pay pensions 
in accordance with such agreement. Once such an agreement is signed with 
a province, the federal authority is bound by the terms of the federal law 
to adhere to the agreement, and must give to the province ten years’ advance 
notice of its intention to terminate the agreement. (Old Age Pensions Act, 
Section 4.) 

The effect of this is that no alterations can -be made in the agreement, once 
signed, except by mutual consent: and even such changes as may be effected 
from time to time by amendments to the federal law, enacted by parliament, 
can not be made effective in any province unless that province consents to amend 
its agreement accordingly. 

Likewise with respect to detailed regulations passed under the authority 
of the federal law, it is specifically provided in the federal law itself that, 


except for the regulations in effect and accepted by a province at the time. 


of its entering into an agreement with the federal authority, no amendments 
to the regulations passed under the federal Act can have effect in any province 


except with the consent of the province itself. (Old Age Pensions Act, 


Section 19(2).) | 
The effect of these two provisions respecting change in the regulations and 


the advance notice required for termination of an agreement—provisions which — 


were in the original Act of 1927 and which remain in the Act to this day—is 


to ensure that after a provincial government has entered into an old age — 
pensions agreement with the federal government, subsequent changes in the — 


federal Act or regulations shall be applied in each province only with the 
consent of that province. Changes in the Act may still be enacted by the 
federal parliament. Likewise changes in the federal regulations may be made 
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a Sey the eoeinor | in Council. But in both cases these changes can only” be made 
effective in the provinces on a basis of “mutual consent”’. 
_ The machinery by which this ee consent” is achieved, so far as 


De ectablished under the eeherity of fhe federal Old Age Pensions Act, ae 
u consisting of two representatives from each of the participating provinces or 
territories, and two representatives of the federal government. The member- 
4 ship of the board presently numbers 24, of whom 20 are provincial government 
representatives, 2 representatives of the Yukon Territory, and 2 representatives 
; of the federal government. This board meets from time to time as required to 
; review existing regulations and to consider the need for changes. Whenever 
- changes can be agreed upon informally, these are brought to the attention 
q of the Governor in Council and of all the provincial governments. Only upon 
7 approval of these changes in the regulations on the part of the Governor in 
~ Council and by the provincial governments are the new regulations proclaimed 
and made effective. While the procedure may appear to have the disadvantage 
of a. certain degree of inflexibility, it safeguards the position of both the 
federal and provincial parties to the joint program and ensures that only 
those changes are made which commend themselves to all parties by ‘mutual | 
consent”’. 


» Main CHANGES SINCE 1927 
_ So much for the general principles underlying the joint dominion-provincial 
- scheme, which in its broad outlines has remained essentially unchanged since 
_ 1927. Important changes have, of course, been made in the intervening years 
in points of detail: and these have uniformly had the purpose and effect’ of 
broadening the categories of eligibility, reducing the provincial share of pension 
: costs, and providing more adequately for the needs of those on pension. 
While the age of eligibility has remained unchanged at 70, the maximum 
q pension payable under the Act has been increased from $20 to $40 in the 
period 1927 to 1949. The relationship of these changes to the changes in the 
cost of living index which have taken place during the intervening years 
q is shown in the attached chart (A). The federal share of pensions paid has 
also, since 1931, been increased from 50 per cent to 75 per cent and the 
j provincial share correspondingly reduced from 50 per cent to 25 per cent. 
_ The result of these two changes is that while the maximum federal contribution 
to any given pension has increased threefold, from $10 to $30, in the period 
’ since 1927, the maximum provincial contribution (apart from provincial 
q supplements which may be paid) is today $10, no higher than it was when 
_. the law was first enacted. 
( This has not meant, however, that total provincial expenditures on old 
age pensions have remained at a standstill: for increasing numbers of persons 
have come on old age pension annually as the numbers over 70 have increased 
and as the means test features and other eligibility requirements have been 
relaxed and made more generous. 
¢ In 1927, for example, the total amount of income permitted to a single 
~ pensioner, including his pension and any other outside income, was set at $365 
a year. Through successive adjustments this has now been raised to $600 a 
year. In the case of married pensioners, the income ceiling, inclusive of pension, 
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has been raised from $730 a year (including the income of both apailsesl te On 
$1,080 a year. The relationship of these income ceilings to the changes in 
the cost of living index since 1927 is shown in the eOcomp any ane chart Gabe: 
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CHART “A” Lee ee 


SuHowrnc VALUE or Maximum Pension PayaBLE FROM Time TO TIME IN RELATION TO CHANGES ; 
IN Cost or Livinec INDEX 3 
— pa = “4 
September 1927—-March 1950 
eee eae a E 
Oe etl 
fine sane GOLlinvaine Index, LOC SOP alge ie gts < ciclo 's, fualadebunet aos) ony alate nig Banat ate Waser 119-9 
MaxsNIAT PENSION OED EBIAIORI LOL ve Vrcais ak sors’ she Rectal © poe or Sie len ig tee eS $240 per annum ; 
Maximum Allowable Income (single) Sept. 1927... ........5.-2. eee eens $365 per annum) | 
Maximum ; 
Maximum Income 
Cost of Maximum Pension Maximum | Allowable 4 
—— Living Pension in 1927 Income (single) 
Index Payable Dollar Allowable in 1927 ; 
Values (single) Dollar i 
Values 
SUTRA Te 4 Ren A ea epg 119-9 $240 $240.00 $365 $365.00) 8 
NOD Siete Abs oe toe, Saeed wep 120-5 240 238 . 80. 365 363 518-4 
JEU AS) See Senet ON SER AN) SOR Rens: of 121-7 240 236.44 365 359.60 
ROSON wei srerse Nl os a Mee ite ate: 120-8 240 238 .36 365 362.28 4 
TS Ae ees hee arty 2 ea, Bike eras 109-1 240 263.36 365 401.13..% 
LUCE PA Sis debt ores nS MOR Neh 99-0 240 290.68 365 442.06 ] 
NO SSag asa hie Dit anaes read yds 94-4 240 304.84 365 463.59 
AN ER oop LO RN ah aR 95-6 240 301.00 365 437278 a 
OSD eh fec rl etiam dy ae k, PS ata Clee 96-2 240 299.12 365 454.92 
egos 5 PM LR GMT RA Stale aR 98-1 240 |} + 293.32 365 446.11 
USES FERN a OT EADY cers een inte 2 OA 101-2 240 284.36 365 432.45 $ 
OBS ero re heat na 102-2 240 281.56 365 428.21 ‘d 
LO SO ev ame ee foutel lainey ee nes ae ke 101-5 240 283 . 52 365 ‘ ASE LT 
POLO Bis, Foe eg ee ae Se eee eve 105-6 240 PM (Onto 365 414.42. Mi 
POA CHAM AG) PRs ar ae Saat 111-7 240 | 257.80 365 391.80 += 
OAD ote wy ade pes e Tee eee ew 117-0 240 245.96 365 374.28 
er NI POSS ik ly oe Te ES ee | 118-4 240 243 04° 365 369.64 
Sept.—Dece. 300 303.80 365 369.64 
SRT ANG ee er OA hr a eee ute | 118-9 300 302.52 365 368.68 — 
Mata seer. TOGA? HG 2 ote me Ie ae 300 302.52 425 428 .56 
A ae tek? Ener Sd Pambeonned ott a 119-5 300 301.00 425 © 426.44 | 
7 POAGN Ae 2h Oia 123-6 300 291.00 495 412, 98M 
RR mer Wet Co Cy. chin ace, daa Ue Gok YE 1 128-6 300 279.72 425 396.24 © - 
May-Dec. —1947 J 1385-5 360 318-84 600 531-52 
TARTS apy eee Mer 2) 155-0 360 278. 48 soo |. 464.13 
eA Die! ee BOF. gO Poe, } 159-4 360 270.76 600 451.32 Bi 
UL Ered TS Ol Re a RUS. Fe ee a 161-6 480 356.12 600 445.17 am 
Awe RtaE a= TORN 21. (ha aN mee 162-1 480 355.08 600 443.80 : 
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The result of these higher income ceilings has been to admit to eligibility — 4 
for full or partial pension substantial numbers of persons who in earlier years — 
would have been ineligible for consideration. This fact, together with the increase 
in the total number of persons over 70, the ainennente of 1987 to include the He 
blind from 40 years of age (reduced 1S 21 in 1947), the relaxation of residence — 
requirements, and the abolition of the citizenship requirement, has resulted in | 
_ substantially increased numbers of pensioners, with consequent increases in 
- provincial as well as federal costs through the years. 
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BS x ‘The effects ay these ieee in the legislation, and of the inerease in the 
nu imbers of persons reaching 70 years of age, on the case load and costs of old 
age pensions are shown in the accompanying chart (B). 


CBARD 4B” 
Case Loap AND Costs—OLpD AGE PENSIONS 1936-1949 


Fiscal | Number of Federal Provincial 
Year Pensioners Payments Payments 


eM LN Cake) pg oa! SY oR NN aoe 146,524 | $ 21,149,351.52 | $ 7,039, 783.84 


Reet eM ts AMOR cE vicar tielnietate pero 6 gh nbs we 175, 673 28, 524, 587.23 9,508, 195.74 
BA hee hss, Phe rie ht iy ee ae tint he aa ha 181, 514 28, 283, 284.11 9, 427,761.37 
oo A LET Di eet ap ee Sen ere ee 186, 035 29, 080, 630.90 9, 693, 543.63 
Ee UR AT we SEIOT ory Aine dat oe ach ee. Nisan my 185, 946 28, 901,932.75 9,633, 977.58 
RB SAP URES Cogn, GPRD RANT oars Nae oan = 185, 922 28, 530, 907.52 9,510, 302.51 
MCDM rack ABS He MeIs A oteed os mentee este, eile 183, 601 28,861, 185.55 |: 9, 620, 395.18 
we VT eh Mabey ae OA ee ean ag CM oe CLR MA 181, 384 32, 195,592.11 10,731, 864.04 
Ree ESOL EEA ie si aete Bate dates a 187, 512 39, 503,027.55 13, 167, 675.85 
FOR ome Dt oy Le: AP ed, aA) A ROR Pra Mh Bt ‘e 196, 941 41,291, 227.09 13, 763, 742.36 
RPS a ah on te PAS gk AA Bee ry eto tec ane MS 209, 029 43,829, 579.98 14, 609, 859.99 
ME eee Ee Ko’. aah ep cnet halal ah ag eos 229, 158 56, 978, 389.27 18, 992,796.42 
at git SPE seat Pe ae ahaa eee mea Peers via) 251,865 |. 64,232, 210-92 21,416, 736.97 


Nors.—For the years prior to 1936-37, some of the provinces were not yet in the scheme. For the 
years shown above, the figures include all parts of Canada except Yukon perhiseey and Newfoundland 
which did not enter the scheme until April 1, 1949. 


-___— Case loads and costs with respect to the blind are excluded from the above. 


When the complete figures for the fiscal year 1949-50 are available, it is 
pected that they will show almost a two-fold increase in case load and a four- 
fold increase or more in costs as compared with 1986-37. 

While these increases are substantial, 1t is none the less pertinent to note 
that the inerease in ease load is almost exactly in proportion to.the increase in 
he number of aged persons over 70 in the population. The actual percentage 
i of persons over 70 on the pension rolls is not significantly higher today act eae 

was in the earlier years of the scheme. 
As a matter of fact, as shown by chart (C), the percentage of pensioners to 
the population 70 and over has actually declined in four provinces in the years 
1938- 49. The largest increases percentage-wise have been in the maritime 
provinces, which have the smallest populations and therefore a relatively slight — 
effect on the national average. To offset the increases in the maritimes, three of 


CHART ACE 


| Percentace or PorpuLaATION AGE 70 AND “Orne IN Receipt or Otp AGE PENSIONS, BY MS eb ai 
1938 to 1949 


| Nfid. | P.E.I. | N.S.|N.B.| Que: | Ont. | Man. |Sask.| Alta. | B.C. | N.W.T.| Yukon |Canapa 


Beats greta es 29-7 | 48-5 | 58-3 | 44-7 | 33-8 | 49-4 | 52-1 | 49-4 | 35-4 Bat, od Wa 41-1 
ad aise 31-5 | 49-4 | 59-3 | 46-3 | 33-6 | 48-9 | 51-6 | 48-9 | 35-8 SD righ. ees 41-5 
VA aoe ee 33-5 | 49-3 | 59-7 | 46-7 | 33-1 | 48-9 | 50-9 | 49-2 | 36-2 450) Tera een 41-4 
at Ra cLaly < 33-7 | 48-3 | 57-9 | 45-8 | 32-0 | 48-0 | 50-6 | 47-1 | 36-2 cw Ret oe 40-4 
A Se ae 33:7 | 46-8 | 57-2 | 44-1 | 31-2 | 46-0 | 51-0 | 46-6 | 35-3 ra Bd PRP ee 39-4 
28 Peer eae 32:3 | 45-3 | 56-5 | 42-7 | 29-8 | 44-0 | 48-4 | 45-3 | 33-0 a rer 37-8 
Reeth tes.’ 32-0 | 43-7 | 55-3 | 41-9 | 28-3 | 41-5 | 45-4 | 42-1 | 31-7 C80 ender 36°3 
ELS ci-t aac op 30-9 | 43-4 | 56-5 | 42-9 | 28-9 | 41-1 | 42-3 | 41-2 | 32-5 G8 bale make 36-7 
Sg PSE 31-9 | 45-4 | 58-1 | 43-4 | 29-2 | 43-0 | 45-0 | 43-8 | 32-7 Fr ie ee 37°4 
23 eae 34-1 | 45-8 | 60:5 | 44-0 | 29-7 | 41-7 | 44-0 | 42-7 | 32-6 Bae Te eae 37-6 
\ On or 39-0 | 50-0 | 64-6 | 46-9 | 30-9 | 43-1 | 43-0 | 41-8 | 35-0 LOAN tee ae 39-4 
GNA SS vane 42-0 | 53-6 | 68-2 | 48-4 | 32-8 | 43-7 | 42-8 | 42-3 | 38-2 16:9 ix 40-3 


edeion case loads as of March 31st each year. 
_ Population estimates as of June Ist each year. 
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7 re actu : ( tages. Ontario in 
the four western provinces have actually shown decreased percente ntario in 
1949 was slightly below its 1938 percentage: Quebec considerably above. The 
result on a national basis is that the percentage of pensioners to population over 
70 years of age in 1949 was actually slightly below that of 1938—40 °37o as 
against 41-1%. SESS 

PROVINCIAL VARIATIONS ; 


While this percentage has remained remarkably constant from year to year 
for the country as a whole, it is perhaps pertinent to note the very wide varia- 
tions in the percentage of persons over 70 on pension in the different provinces. 
At one extreme is the province of New Brunswick with 68-2% of its population 
over 70 actually on pension in March 1949. (It is expected that when 1949-50. 
figures are available, they will show more than 70% of the population 70 and 
over on pension in New Brunswick and Newfoundland.) At the other extreme 
is the province of Ontario which, on March 31, 1949, had only 32°89 of its 
population 70 and over on pension. The other provinces cluster more closely 
around the national avergae of 40-3%, with Nova Scotia -(53-6%), Quebec 
(48:4%), Manitoba (43:7%), Saskatchewan (42-8%), Alberta (42-39%) and 
Prince Edward Island (42-:0%) above the average, and British Columbia 
(38-2%) slightly below the average. Te 

These variations reflect to some extent the relative economic circumstances 
of the aged in different parts of Canada: for example, it is not difficult to accept 
the inference that the percentage of pensioners in Ontario and British Columbia 
is relatively low because there are more aged persons in those provinces who are 
able to maintain themselves without public assistance. Likewise, it is to be 
expected that in the economically less favoured provinces of Newfoundland 
and New Brunswick a relatively high percentage of the aged would find them- 
selves .in need. 
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VaRYING ADMINISTRATIVE PRACTICES 3 a 

It is to be doubted, however, whether this is the full explanation of the 
wide degree of variation between the provinces. At least a part of the explana- 
tion is also probably to be found in different administrative practices prevail- 
ing in the various provinces within the over-all limits imposed by the federal 
law and regulations. y Gee 

The fact is that while the federal law and regulations appear to prescribe 
. fairly uniform procedures for determining eligibility for pension, there is none 
’ the less a considerable degree of variation between the provinces in the applica- 
tion of these procedures. The way in which income is calculated for the 
purpose of determining eligibility for pension and the amount of pension to 
which an applicant may be entitled serves as an illustration. 1 

While the federal regulations (see regulations 10 and 11) provide that in 
determining the amount of pension to which an applicant is entitled the provin- 
cial pension authority shall “take into account the amount or value of all income 
and contributions received, whether in cash or in kind” (with certain stated 
exceptions), no specific direction is given as to the exact way in which certain 
types of “income” are to be calculated. | pi 


FREE BoarD AND LODGING 


For example, in the case of pensioners who receive free board or lodging 
(or both), while the federal regulation states that these “contributions” must be 
“taken into account”, it is left to the provincial pension authority to determine 
the actual value to be placed upon board and lodging in the calculation of an 
applicant’s income. In actual fact, there is a wide degree of variation on this 
point between the various provinces as shown by the following chart (Chart “D”). 
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CHART. “D” 


’ VALUES ioe Upon FRrE BoarD AND SHELTER FOR PURPOSES OF CALCULATING INCOME 
UnpeErR Otp Acs Prnstons Act 


q . (By Provinces, Marcu 1950) 

WY. 4 

ae — Alta. |. B.C, | Man. | N.B. | N.S. Ont. | P.E.I. | Que. | Sask. | Yukon} Nfld. 
ee ee 
_ SINGLE 

_ Free Shelter.....| $60} $60] $60] $105/ $60! $120! $60] $120} $60} $60/ $60 
- Free Board...... | 120 120 65 105 | 90-180 180 240 210 120 300 180 
} Free Board and ; ; ¥ 

=> emelterc,..¢ 2 180 180 125 210 210 300 | 300 330 180 360 240 
, or less 


. ° 
~ Marrrep Courier 


h 


Free Shelter... $120 | $120} $120} $210 $120 $180 S120) S120t $90 | eee eee $120 
a Free Board...... 1 240 240 130 210 |180-360 300 480 420 2EO res 360 
a Free Board and}. 
i >Phelter.. 360 360 250 420 420 480 600 540 BOO of es teas 480 
a r 

4 

. Date for Alberta and P.E.I. as reported Jan., 1949. 

¥ Data for other provinces as reported Mar. 1950. 


i] 


On the basis of the various provincial rates set forth in this chart, a 
j pensioner with no other assets or income, living with his son and receiving free 
board and lodging, would be eligible to receive a pension of $475 yearly in 
~ Manitoba, $420 in Alberta, British Columbia and Saskatchewan, $390 in New 
Brunswick and Nova Scotia, $360 in Newfoundland, $300 in Ontario and Prince 
Edward Island, $270 in Quebec and $240 in the Yukon Territory. These figures 
illustrate two points: first, that the values placed by the provincial pension 
_ authorities on free board and lodging for purposes of the calculation of income 
are generally far below the actual current values of such board and lodging; 
a and, second, that in at least certain areas of the administration, provincial 
pension authorities: have a significant degree of latitude in determining, within 
; the general framework of the federal Act and regulations, the actual amount of 
3 pension to which an individual applicant is entitled. 
, | 


a INCOME From REAL PROPERTY 


This same variation as between the provinces is apparent from an examin- 
4 ation of the way in which provincial pension authorities apply the federal 
_ regulation 11(a) which requires income from real property to be taken into 
account in determining the amount of pension. The regulation states that in the ' 
g case of an applicant living in his own home, the pension authority shall 
: “consider as income an amount that, in the opinion of the pension authority, 
is fairly equivalent to the amount ‘that the pensioner might reasonably be 
q expected to pay for rent, but in fixing such amount, the pension authority may, 
- in its discretion, deduct all or any part of the cost’ of maintaining such 
_ property”, ete. 
This regulation is appled in widely different ways by the different 
- provincial pension authorities. British Columbia, Manitoba, and Alberta take 
- 59% of the assessed value of the property (less encumbrances) as the fair rental 
value and calculate this as income in determining the amount of pension. Quebec 
does the same for property in which the equity is less than $3000, but calculates 
- at the rate of 6% if the equity is between $3001 and $4000, at 7% if the equity 
is between $4001 and $5000, and so on. Ontario takes 4% of the assessed value, 
~ whether encumbered or not. Nova Scotia and Newfoundland take a flat amount 
of $60 a year for a single pensioner, and $120 for a married couple as “fairly 
59378—23 
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equivalent to the amount that the pensioner might reasonably be expected to K 
pay for rent”, and charge these amounts as income. Saskatchewan uses a 
graded scale, as follows: ae on i 
Single Married © “ rs 

Eauity in property less than $1000) .......-.++0.++55: $ 60 $ 90 
$1000-820007 “et At Oe, 90 120 


$2000—$3000 ........... 
SSO Or MONG. strug setae 180 240 
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Here again, it is clear that the different ways in which provincial authorities | 
apply the same federal regulation may significantly affect the actual amount 
of pension paid in an individual case. It will be seen, therefore, that while | 
the federal Act and regulations appear to prescribe fairly rigid and uniform 
procedures for the calculation of income and the application of the means — 
test, there is a significant amount of leeway given to the provinces’ in the 
actual methods by which they apply these procedures to individual cases. It 
has been felt by the federal authorities that a certain amount of flexibility of 
this kind is not only desirable, but necessary, because of regional differences 
in economic conditions, in outlook, and in the nature of the administrative 
problems in different parts of the country. 4 
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BoarDING Or RoominG House OPERATIONS - 


Other examples could, of course, be given to show the variations in practice 
as between the provinces with respect to the actual procedure of caleulating 
income and assets of applicants for pension under the Old Age Pensions Act. 
There is, for example, great variation with respect to the calculation of income 
derived from board and lodging paid to a pensioner who may be renting rooms — 
or providing board and lodging as the operator of a boarding house. When adult — 
sons and daughters live with their aged parents and contribute from their 
wages to the costs of food and household maintenance, different provinces cal- 
culate in different ways the effect of these factors on the allowable income of a 
pensioner, and consequently on the amount of pension to which he may be | 
entitled. Consequently, it is not surprising that there is a degree of variation in — 
the average actual amount of pension paid in the various provinces. 4 

The figures given in the attached chart (EF) show the average amount of 4 
pension actually paid in each of the provinces at various periods since 1945. . 
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AVERAGE Pensions Patp 


The notable feature of these figures is not that there are minor differences — 
in the average pension paid in the various provinces, but that they are all so- 
very closely grouped together, and all so close to the maximum pension payable 
under the Act. Apart from Newfoundland where the average pension paid of 
$29.19 (December 31, 1949) was very close to the $30 maximum payable on_ 
that date in that province, the range for all other provinces and territories — 
extends from a low of $34.46 in Prince Edward Island to a high of $39.68 in the © 
_ Northwest Territories. For the more populous provinces with large pension case 

loads, the range is even narrower,—from $35.33 in Nova Scotia to $38.36 in — 
Manitoba. The net effect of all the income calculations prescribed by thie 
federal Act and regulations, and by provincially determined procedures within — 
these limits is, therefore, on the average relatively, slight, although, of course, in — 
individual instances the actual amount of pension received may be affected — 
quite substantially. - 


4 


7 


i 


, 
: 


OLD AGE SECURITY 33 


CHART “E” 


AveRAGE Monruiy PEnsion Parp By Provinces 1945-1949 


a. parts 31, | March 31, | March 31, | March 31, | March 31, December 


945 1946 1947 1948 1949 31, 1949 - 
— PE ie Maximum | Maximum | Maximum | Maximum Maximum 
Pension | Pension Pension Pension _ Pension Pension 
$25.00 $25.00 $25.00 $30.00 ~ $30.00 $40.00 
PVEOTEEN Oe Sapte okt ine S. $24.16 $24.12 $24.11 $29.69 29.49 re 
British Columbia.......... 24.41 94.34 24.22 29.54 a 19 tr 
MOITATEG IIR fk cht rie ie RS: 24.48 24.54 24.53 29.71 29.61 38.36 
New Brunswick............ a AS 22.40 22.68 29.37 29.12 36.01 
Nova Scotia. oo. 660.3 e 22°50 22.62 22.76 29.19 28.96 35.00 
PREPS ah. Coles Ses os 24.13 24.48 24.52 29.71 29.50 38.05 
Prince Edward Island...... 18.63 18.99 19.36 24.82 26.36 34.46 
(US EE a eS ine ae ae 23.95 23.91 24.01 29.08 28.94 37.63 
Saskatchewan.............. 24.68 24.55 24.37 29.60 29.19 37.29 
Northwest Territories...... 24.17 24.33 24.69 29.21 28.75 39.68 
RE I gta RE RE (SRE a ne WS” ca i at CO RU Ren ASM WA Ds 3 37.09 
IU ILAROLIMATRRIM eras mney BUPA IVES ey PeeWee tt ee Let OES ENO dull oe Me PE EMe ATR ole oo eee 29.19 
OEY BS Ta RS 8 ST ea ean te. om RY ais pe oN 1 Oot ae ialage OW aa ae BO ae lar AG ORO (RE TMMRiRT EN tea 37.19* 
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* Maximum Pension $30. 


A recent check of the case loads of all provinces (September, 1949) revealed 
that 73 per cent of all old age pensioners on the rolls at that time were currently 
in receipt of the maximum pension payable under the Act. Adjustments result- 
ing from the 1949 amendments which raised the maximum pension from $30 to— 
$40 monthly had not at that date been completed in all the provinces. The 
figures with respect to individual provinces are as follows: 


PERCENTAGE OF OLD AGE PENSIONERS RECEIVING 
MAXIMUM PENSION PAYABLE 
(By Provinces, September 1949) 


Total Receiving 


Province Pensioners Maximum Per cent 
NLR RPI SLY Marek Ew hg TOA. Maln dc Clones: hohe, kee icine eidueiore's 15,077 12,189 77°3 
ummm TINA EMEA TISD EY Lia) ad a Fe Bhs BN a vcs Bergbac sid Hy aoe, hed RR AUR ime ATO wns 27,085 20,458 75-5 > 
“A Boeke’ ORE BY a Apa cae AR i by Se Ed oes one eee A AO on 16,139 12,918 80-0 
(beet bole oy. 4: cl tuliegr’ ply ph eae Sie SSM One aae ni Qi Aaliy leae E sc ca oe Demag 15,935 7,438 46-7. 
Reread wie A DUA! Mitesh RENTS, Vea soe: «Seg YonelD + Sas Fiala So telnge ahs weep Re a arl 4,559 4,215 92-4 
TA AP SSLL EN Lids Base a, oats 8 Ee COREE Ishtar ten h hold Ant ie ee 19,287 6,590 34-2* 
(ACR fed Sie gle AS iA Iya RL RR Re AS er a OM 80,731 65,304 80-9. 
area hes UCHLI LMR SA oles so ele, nd sro cls eae s Aid Swi. Lie ety Se oth ak * 62,853 1,085 38-0 
NN ML TN croatia Abn SF oo) Col Ad orcotard eww etaler am, otgcoraie Fas 66,674 52,876 719°3 
Sent lee yarel bens ahin ah eee & Sas ps ape to ea ae cr aE Mia gt ea Br nS ata ae pen 8 ae 16,230 11,384 70-1 
CLA AOAL LETH UORIOS S12) a) yf a ied alet cave SA Oat alae et eee se 19 19 100-0 
Rd LHAPT ETON 92h nit oss Macaw. 4458.04. aeadl fg eadsehe tale el dike ce ah oe ge cas hag 83 75 90-4 


265,372 194,551 


- 
— 


; 


*Nova Scotia figures for March, 1950 show 9,168 (46-5%) on full pension and 10,543 
(53-5%) on partial pension. 


The percentages shown above have no doubt been altered to some degree 
in the light of the complete adjustments which have been made by all provinces 
in the months since September, 1949. But it may be doubted whether a similar 
‘table showing the relative percentage of maximum pensions paid in each pro- 
vince as of a more recent month would significantly alter the picture. The 
relatively low percentage of pensioners receiving the full pension in the provinces 
of Nova Scotia, New Brunswick. and Prince Edward Island is particularly to be 
noted. This can hardly be explained by suggesting that aged persons in these 
provinces are likely to have more outside income, apart from pension, than in 
the other provinces of Canada. The reverse of this, in fact, is likely to be true, 
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since it is generally accepted that the maritime provinces are less favourably — 
situated, economically, than most other provinces. What then is the explan- — 
ation? It seems difficult to escape the conclusion that the reason for the 

smaller proportion of full pensioners in these provinces is attributable to the | 
differences in the manner in which pension authorities in these provinces apply _ 
the general means-testing procedures laid down in the federal Act and regulations. — 


RECOVERIES FROM ESTATES 


The provisions of the federal Act and of the agreements with the provinces. q 
respecting recoveries from the estates of deceased pensioners are also of 
particular interest. The Act provides for the inclusion in each agreement with — 
the provinces of an undertaking that the province will authorize its pension — 
authority to recover, in certain circumstances, pension payments from the 
estates of deceased pensioners. The provinces usually carry out this undertaking 
by inserting a provision in their own provincial Acts or regulations, giving the _ 
necessary powers in this connection to their pension authorities. The federal Act — 
stipulates, however, that in certain circumstances claims against the estates of 
deceased pensioners are to be waived: 

(a) if the estate passes by will or on an intestacy to another pensioner; 4 

(b) if the estate passes by will or on an intestacy to any person who has, 

since the grant of pension to the deceased or for the last three years- 

during which such pension has continued to be paid, regularly contri- 
buted to the support of the pensioner by the payment of money or other- — 
wise to an extent which, having regard to the means of the person so 
having contributed, is considered by the pension authority to be — 
reasonable. (Old Age Pensions Act, Section 9 (2)). “4 


These are important provisions, the full significance of which has not 
generally been understood. If a man and his wife are both on pension. no 
claim is permitted against the estate of either one until the death of both, and — 
then the claim is limited to the pension payments made in respect to the spouse _ 
who is the last to die. If a man is on pension, with a younger wife. who is not 
on pension or children or other persons who have taken care of him or contributed 
to his support to a reasonable extent and for a reasonable period of time prior 
to his death, the estate of the pensioner is likewise exempt from any claim of _ 
any kind under the federal law and the agreements with the provinces. The — 
full discretion as to the determination of the meaning of “reasonable support” is 
left with the provincial pension authority, except that the federal law clearly 
specifies that the support given may be “by the payment of money or otherwise”. 

In other words, a wife or daughter who has kept house for an aged pensioner can _ 
be considered to have “contributed” to his support just as if contribution in money 
had been paid. 

In addition to the provisions for the waiving of claims set forth in the 
federal law itself, the agreements with the provinces incorporate a further 
provision of interest. Each agreement, at the instance of the federal authority 
authorizes the province to give discretion to its pension authority to waive 
claims against all estates under $2000 in value, and further than that, against 
the first $2000 of any estate which exceeds $2000 in value. ain 

It is not surprising, in the light of these provisions, that despite wide-spread 
fears and misconceptions on the part of pensioners generally as to the probability 
of claims being made against their estates, the number of claims actually lodged 
and the amounts recovered from the estates of deceased pensioners are very small. 
The attached table (Chart “F’’) shows the actual experience in this regard in the ; 
various provinces for the years 1941 to 1949. Taken in relation to the total — 
Loe ease paid in each of these years, the percentage of recovery is negligible 
indeed. 
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RECOVERIES FROM ESTATES OF DECEASED PENSIONERS 
IN RELATION TO TOTAL PENSION PAYMENTS 1941-9 


(All Provinces) Me 


Total Pension Recoveries from Ho 
Year Payments Estates Percentage — 
1941-42 $38,041,210 $402,781 © 1:06% 
1942-43 38,481,581 488,793 11-27% 
1943-44 42,927,456 599,900. 1:39% 
1944-45 52,670,703 605,386 1-15% 
1945-46 55,054,969 420,512 -76% 
1946-47 58,439,440 493,727 *84% 
1947-48 75,971,186 436,614 ‘57% } 
1948-49 85,642,948 428,173 “00% | 


Even with respect to recoveries from estates, the procedures followed by 
the provinces differ in some respects. Not all of the provinces have taken full 
advantage of the opportunity to waive claims against estates under $2,000 in 
value, or against the first $2,000 of estates of higher value. Some provinces are — 
more selective in their exercise of their discretionary powers in this regard than_ 
others. If a prospective beneficiary is a distant relative who lives outside of 
Canada and has not supported or shown much interest in the deceased pensioner, | 
the pension authority may be less inclined to waive a claim than in other cir- | 
cumstances. In all such cases the decision is made solely by the provincial — 
pension authority itself. If, of course, in any such cases the pension authority 
decides to proceed with its claim, it is under obligation to refund to the federal ' 
treasury a pro rata share of any moneys collected. 

With the exception of British Columbia, no figures are available from 
provincial annual reports as to the number of claims lodged by the various 
provincial pension authorities. The British Columbia figures show that for a 
three-year period, 1946 to 1949, there were 5,093 deaths of pensioners and that 
in 347 cases claims were made. In the same period 149 claims were waived or | 
withdrawn in favour of other beneficiaries. If the figures for British Columbia 
may be taken as representative (and there is nothing in the figures relating to 
amounts collected to suggest the contrary), the indications are that claims are 
collected from the estates of deceased pensioners in fewer than 5 per cent of — 
all cases. : 


Liens AGAINST ESTATES 


As another example of the variation in procedures among the provinces in~ 
connection with estates, it should be noted that five of the provinces (Quebec, — 
Ontario, Manitoba, Saskatchewan, Prince Edward Island) contain in their Old — 
Age Pensions Acts a provision requiring liens to be filed against the property 
of pensioners, so as to ensure that property is not disposed of by the pensioner — 
while he is on pension without the knowledge or consent of the provincial pension 
authority. On the other hand, the legislation of the provinces of Nova Scotia, 
New Brunswick, Alberta and British Columbia contains no such requirement, 
nor do the federal Act and regulations or the agreements with the provinces 
impose such a requirement on the provincial authorities. 
Base Year For INcoME CALCULATIONS: 4 

Another variation of interest and considerable significance in the administra-_ 
tion of pensions by the provinces has to do with the so-called “pension year”. 
The federal Act, of course, provides that in determining an individual’s eligibility 
for pension and the amount of pension to be paid, account must be taken of 
the “outside income” of a pensioner. Such outside income, together with any 
pension paid, must not exceed $600 a year in the case of a single person, or $1,080 
a year in the case of a married couple. In the application of these provisions | 
the pension authority must determine the base year that is to be used. In some 
provinces, annual calculations of income are based on the so-called ‘pension 


, 


4 


- 


nei OLD AGE SECURITY 37 


~ year ”__that is to say, if a pensioner receives his first pension cheque for the 


none of April, the yearly base on which his annual income is subsequently 


3 


calculated is the period from April (the month when he received his first pension 
cheque) to March of the following year. Under this arrangement, different 
pensioners in the same province will have different “pension years”. Some who 
first came on pension in January will have as their “pension year” the 12-month 
period January to December. Others who came on pension in February will 
have as their “pension year” the 12-month period February to January of the 
following year: and so on. 

In contrast to this procedure, certain other provinces adopt the “calendar 
year” as the base year for the annual calculation of income in all cases. In a 
province using the “calendar year” as the base year, all pensioners, regardless 
of the month in which they first come on pension, are granted a pension initially 
that is based on an income calculation covering the remaining months of the 
year; and subsequently, beginning with the month of January following their 
admission to pension, their annual income and consequently their eligibility for 
full or partial pension is determined on the basis of income received during the 
“calendar year’. 

These two procedures have, of course, somewhat different results in individual 
cases, although the over-all result is much the same as long as an individual 
province adheres consistently to the base year it has selected, and does not switch - 
back and forth from “pension year” to “calendar year” or.vice versa in its 
calculations of income and eligibility. 

A further complication is added, however, by the procedure followed in 
certain provinces operating on the basis of the ‘ ‘pension year’. In certain of 
these provinces the “pension year” for an individual who comes on pension for 
the first time in, say, April, remains constant and is never changed, even if the 
pensioner finds employment for a few months and temporarily goes off pension. 
Income earned while off pension is taken into full account as part of the annual 
income during the 12 months of the “pension year’, from April to March of the 
following year. 

Other provinces, however, establish in such cases a new pension year begin- 
ning with the month in which the pensioner, having lost his temporary employ- 
ment, returns to the pension rolls. This procedure is obviously much more 
generous, in that its effect is to ignore largely, if not entirely, earnings of a pen- 
sioner during those months when he has found temporary employment and is not 
actually on pension. 

Efforts have been made, and are being made currently by the federal authori- 
ties to obtain agreement among the various provincial pension authorities on the 
adoption of a uniform “base year” for the calculation of income in all cases: but 
these efforts have not yet been completely successful and will probably have to 
await further consideration at the next meeting of the Interprovincial Old Age 


- Pensions Board. 


Income from Personal Property 


A final word of explanation should perhaps be added with respect to the pro- 
vision in the federal regulations (11(b)). which requires provincial pension 
authorities to calculate the value of the accumulated personal (not real) property 
of a pensioner on the basis of the Canadian government annuity tables. It should 
be stressed that this calculation does not apply to current income actually 
received by a pensioner, nor to real property held by the pensioner. Current 
income is assessed at its actual value, as determined by the provincial pension 
authority: real property is assessed on the basis already set forth in the earlier 
part of this memorandum. The accumulated cash and liquid assets of the pen- 
sioner, however, are assessed for income purposes on the basis of the amount of © 
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- continuing income which the pensioner could receive for the remainder of his life 9 
if he were to convert his liquid assets into a dominion government annulty based — 
on age 70. pie tiie 
The dominion government annuity tables show that for $1,000 deposited with € 

the Annuities Branch a male aged 70 is guaranteed an annual income of $102.35 
as long as he lives. In the case of a female aged 70, because of her longer life 
~ expectancy, $1,000 will purchase from the Annuities Branch only $87.26 a year 
for life. Aes 


\ 


Example I | 


A male pensioner, aged 70 or over, who applies and shows that he has $1,000 ia 
in cash, bonds or other liquid assets at the time of application, is dealt with in 
the following way. The first $250 of his liquid assets is ignored completely: a — 9 
calculation is made with respect to the remaining $750, showing that this would — 
purchase a dominion government annuity of 75% of $102.35, or $76.76. In deter- , - 
mining the amount of pension for which such an applicant is eligible the provin- 
cial authority deducts this amount of $76:76 from the total allowable income — 
under the Old Age Pensions Act ($600 single). Since the result of this calcula- _ 
tion ($523.24) is in excess of the maximum pension payable under the Act ($480 
annually), the pensioner in this case is entitled to full pension. 


Example II 


A female pensioner, aged 70 or over, with personal property amounting to 
$2,250. The first $250 of this is ignored: the annuity value (female) of the 
remaining $2,000 at age 70 is $174.52. Deduct this from total allowable annual 
income of $600; the result, $425.48 is the amount of annual pension. This is © 
$54.52 a year less than the pension payable to a female applicant in similar 
circumstances, but not possessed of $2,250 in liquid assets. ra 

It should be noted that a male pensioner with personal property amounting 
to $2,250 would not ‘be treated quite so generously. The annuity value of, the 
$2,000 in his case would be $204.70 and pension receivable would be $395.30, a 
reduction of $84.70 from the maximum pension of $480 annually otherwise 
payable. 

Example III 


Man and wife (one or both 70 or over) with personal property amounting to 
$7,000. Deduct $250 each for man and wife. Divide the balance of $7,000 into 
two parts—$3,500 for the man, $3,500 for the wife. The annuity value of the 
man’s 3,500 is $358.23. The annuity value for the wife’s $3,500 is $305.41. Add — 
these together—$358.23+$305.41—$663.64. Deduct this from the maximum 
annual allowable income for a man and wife ($1,080). Result: Eligibility for a 
partial pension of $416.36 annually for one of the spouses (if only one is 70 or 
over) or $208.18 each for each spouse (if both are 70 or over and applicants for 
pensions) . 3 

CONCLUSION 
It has not been possible in the memorandum to examine in detail all the 
administrative problems which arise in connection with the administration of old 
age pensions under joint dominion-provincial auspices. Many of the methods 
and procedures, as set out in the federal Act and regulations, are so simple and 
clear as to be largely self-explanatory. 

This memorandum, therefore, has sought to supplement the information ~~ 
which is readily available through a reading of the legislation itself, the regula- 
tions and the annual reports presented to parliament ‘by the federal old age pen- 
sions authority. It has attempted to deal with those features of the joint — 
administrative arrangements which cannot, perhaps, be clearly understood from 
a reading of printed material that is readily available in legislative, regulation or 
report form. 
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This explains why the memorandum has concentrated its attention chiefly 
n the varying administrative procedures on the part of provincial pension 
authorities and on those aspects of the administration which centre chiefly 
around the questions of income calculation and collections from estates. 


s The means test is, after all, the central and basic feature of the old age pen- 

- slons program as it presently operates: consequently, it has been considered that 
this. memorandum would serve its purpose best if it attempted to indicate as 
clearly as possible the various ways in which the means test principles embodied 
in the federal Act and regulations are actually applied in day to day administra- 
- tion by the provinces. 


| Other administrative problems exist, of course, in connection with the estab- 
lishment of eligibility of applicants on other counts, e.g., residence and proof of 
age. The provisions of the Act and regulations with respect to these procedures 
are, however, fairly clear and straightforward (see Old Age Pensions Act, section 
8, and regulations 6, 8 and 9). As shown by Chart “G” attached) the number 
_ of cases rejected on grounds of lack of proof of residence or age is relatively small 
in relation to the total: and for this reason it may perhaps be sufficient to note 
for the committee’s attention the fact that individual problem cases arise from - 
- time to time with respect to these two points of eligibility, and to deal, in subse- 
quent discussions in the Committee itself, with any special points which may be 
of interest to individual members of the committee. 
: | 
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APPLICATIONS DrcLtiINnED DuRING Fiscat YEAR 1948-49 | 


‘Applicant was or had— | Alta. | B.C. | Man. | N.B. | N.S. | Ont. | P.E.I.| Que. | Sask. | Total 
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The Witness: Mr. Chairman, and members of the committee, may 
I draw your attention to the fact that a number of other documents have been 
placed before you. They will serve, I hope, to supplement the material con- 
tained in the memorandum entitled “Canada’s Old Age Pensions Program”. 
- Each member of the committee has before him an office consolidation containing 
the Old Age Pensions Act, as it presently stands, with all amendments made to 
it. At the back of that same document you will find an up to date copy of the 
old age pension regulations. Along with that, the members will find a report 
of the administration of old age pensions for the year ending March 31, 1949. 


I draw these documents to the attention of members of the committee 
. because of the fact they will form a useful supplement to the material contained 
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items. , Sa 
Mr. Homvuru: There is not much variation from year to year, is there? 
The Witness: Well, only this year because of the amendment which was 
made to the Act. 
Mr. Homutu: Apart from that? arcane) 
The Wrrness: Nothing, that is except the significant growth of the numbers ~ 
and costs involved. | =. 
Mr. Brown: Before we go further, and I do not want to be too disagreeable, 
is it not the practice to reserve questions until the termination of the witness 
presentation, rather than to have him interrupted during the course of his — 
presentation? | a 
Mr. HomutH: Oh, well— | a 
The CHAIRMAN: Just a minute, please. I believe it is the intention that, | 
since the statement is not going to be read, the main features will be com- 
mented on by Dr. Davidson. When he is finished commenting on one feature 
there will be questions. ‘-— 
Mr. Brown: Yes, otherwise we will never finish. aa 
The Witness: I might add that, if it is the wish of the committee, at a later 
date we will supply statistical information for the year 1949-50, corresponding — 
to the material given for the previous years in this mimeographed document. We — 
will be glad to undertake that task. o 
May I just say a further brief word with respect to what the document | 
does or does not attempt to do. . 
Firstly, it is obviously not an attempt to survey all provisions for old age 
security in Canada at the present time. It does not take into: account all of — 
the provisions for old age security, publie or private, which may exist outside 
the confines of the Old Age Pensions Act. ff 
Secondly, it attempts to avoid unnecessary duplication of information that — 
is contained in the annual report and in the summary of the Old Age Pensions 
Act and regulations. . j 
Thirdly, it endeavours to avoid dealing with some of the more obvious 
points of detail and provisions of the Act and regulations which do not require 
very elaborate explanation. = 4 


: 

I am making this explanation because I wish to make it clear to members 
of the committee that this was not conceived to be a completely comprehensive — 
or all inclusive document in which you could find every last detail on old age 
pensions iand their administration in Canada. An attempt has been made to- 
pick out the significant problems, the kind of problems which are not altogether 
self-explanatory from a reading of the Act or regulations, and to discuss those 
particular features of the Act and its administration. If some emphasis has been — 
placed upon dominion or provincial administration, it is for the purpose of 
endeavouring to place before the committee precise and objective information. 
as to the relative functions and the roles of the provincial and dominion 
administrations in the application of this law. I hope the committee will accept 
my assurance that in the formulation of this memoranda we have endeavoured 
to be as objective and impartial as has been possible. I realize that may be 
considered difficult—when a federal official is presenting a critique on a-joint 
administrative operation such as this. However, I can assure the members of. 


a 


~, 
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the committee that I have had some experience as a provincial civil servant 
and I know some of the provincial attitudes towards these joint efforts. I think 
this document would present itself to our provincial colleagues as being an 
metre appraisal of the facts as they do exist. 

The latest estimate of the number of aged persons over seventy in Canada 
4 is somewhere in the neighbourhood of 650,000. 


o Mr. Crou: 650,000 over seventy? 


The Witness: 650,000 over seventy at the present time—persons who might 
conceivably come within the purview of old age pensions legislation as it now 
_ stands. 
i When it is recognized that approximately 285,000 of those persons are 
_ presently in receipt of benefits under the present Old Age Pensions Act, it can 
_ be seen, from that very simple statement, that our present legislation does have 
a significant effect on the provision of some form of security for the total aged 
~ members of our population. There is probably ‘no single piece of legislation 
which so directly affects in one way or another the well-being of our aged people 
in Canada as does this particular piece of legislation. 


Through this Act, and through our provincial governments, we are in touch 
_ with this important segment of our aged population over seventy—totalling 
~ somewhere between 40 per cent and 45 per cent of our aged population. We 
have, through statistical information gathered over the years, a reasonable 
amount of information as to the position of this particular section of our aged 
population. Unfortunately we have not anything like as accurate and complete 
a picture with respect to the other segment of the aged population, namely the 
55 per cent which does not come within the provisions of the Old Age Pensions 
Bact. 
Beyond that, I should point: out to the committee that even such informa- 
_ tion as we have with respect to the 45 per cent on pension is, to a large extent 
as far as the federal authority is concerned, second hand information. It must 
be remembered that the federal authority does not come into direct contact 
q with individuals who apply for and receive old age pensions. We must rely on 
_ provincial administrations for the information that we get with respect to persons 
applying. That, to me, does seem to justify the emphasis that has been placed 
in this memorandum on the nature of the dominion-provincial relationship in 
_ regard to old age pensions administration. 
With that preliminary comment, I suggest it might now be useful to turn 
f to the text of the document itself. I do not propose to ask the committee to delay 
very long with the first part, which traces the historical development of old age 
_ pensions ‘from the earliest years when it first came under discussion to the action 
_ which was eventually taken in 1927 when the first old age pensions law in Canada 
_ was put into effect. 
It might be well to pause at the top of page 2 of the mimeographed docu- 
ment and to note the original recommendations of the special committee which 
was reporting to parliament on July Ist, 1924. You see there the four recom- 
mendations which were made—the original basis for old age pension legislation. 
— You will see four proposals, in respect of which it is interesting to note that only 
one has been left completely unchanged since the original legislation was recom- 
mended to parliament. The age limit of seventy years, as set forth in reeommenda- 
_ tion number 1 is still in effect except for inclusion of the blind at an earlier age. 
The second provision is«that applicants must be British subjects of at least 
twenty years residence in Canada, or naturalized subjects of at least fifteen years 
naturalization and twenty-five years residence. That has been substantially 
changed: only the basic requirement of twenty years residence in Canada, 
with certain modifications, has heen retained. 
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The third provision is that the maximum rate of pension shall be $20 pe . 
month subject to the taking into account of private income or ability to earn. 
That has also been altered, the maximum pension now being $40 a month. ‘rae 
The final recommendation was to the effect that costs be shared fifty-fifty 
by the federal and provincial governments. That was changed in 1931 when 
an amendment was introduced to provide that the federal government. should 
pay 75 per cent and that the provincial governments’ share should be reduced | 
to 25 per cent. : L 
Following on from that point the document before the committee lists the 
various steps that were taken under the Act to get this legislation into effect, 
and then in the order of their entry into the scheme the various provinces are— 
listed. | hea 
Mr. Larva: May I ask whether the adjectives “deserving indigent” were 
used in the original recommendations? os 
The Witness: Those are the words of the recommendation. 
Mr. Larne: Deserving indigent? a 
The Wirness: Yes. Those are the words taken from the original committee 
report. . 
Mr. Knowues: That language was not necessarily used in the Act. 
The Wirnsss: No, sir. I could have included the actual resolution which 
the Minister of Labour introduced in March 1926, but it was two pages long 
and I thought it better not to load the document with material which was avail-— 
able elsewhere. : . 


By Mr. Croll: | | a 


(. What we commonly refer to as the means test arose out of the third | 
_ recommendation, did it not?—-A. Yes, and the words in the first recommendation 
_ to which Mr. Laing has drawn attention. 


Q. Between those two. I see—A. If that is clear, might I go on to the main — 
features, pausing only to note that it took a substantial revision of the burden 
of financial cost to the provinces during the depth of the depression to complete — 
the picture and to bring all the provinces into the scheme. 

Up to 1929 five provinces, plus the Northwest Territories, had initiated 
their provincial schemes. But the other provinces, because of the depression — 
and because of their financial difficulties, were finding it difficult to enter the — 
scheme. So it was that in 1931 amending legislation was introduced which light-— 
ened the load on the provinces and resulted in all four of the other provinces 
coming into the scheme. But it was not until April Ist, 1949 with the entry of | 
the Yukon Territory and the new province of Newfoundland, that we could 
say that old age pensions were being paid in every part of Canada. x 

Might I go on, if there are no further questions on that introductory part, | 
to the section marked Main Features of the Present Plan. Here I would suggest | 
we could deal with the question in two phases. First of all, at the bottom of 
page 3, the point is made that: | 

ares in its broad outlines, it still adheres to the general pattern 
and principles of the 1927 law. 


The point is made that, in its broad outlines, the scheme today remains 
unchanged from the scheme which was originally put into effect, and which is” 
still, basically, a means test programme. It is still provided that pensions” 
shall be paid only to persons of 70 years of age and over, apart from the blind; | 
and the plan still adheres to the residence provision of 20 years in accordance 
with the regulations. 
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The principle of joint dominion- provincial administration ‘is adhered to 
- In exactly the same way that it was back in 1927; in none of these basic fea- 
tures has the scheme been altered from its original formulation back in 1927. 


The only role of the federal authority in 1927, and the only role of the 
federal authority today, is one of supervision and examination of provincial 
actions taken with respect to pensions for the purpose of determining whether 
the actions taken justify the federal government in reimbursing the provinces 


for 75 per cent of the amount of pension paid. 


The administration therefore basically rests on the provinces, and the 
federal role is one of supervision to determine whether the Act and regulations 
have been transcended, and whether it is in order for the federal authority to 


- reimburse the provinces for the federal share of the pensions. 


If further evidence of the dominant role of the provinces in the actual 
administration of old age pensions is needed that evidence will shortly be 
provided to members of the House in an answer to a question which Mr. 
Knowles has put on the order paper respecting administrative costs of the 
provincial administrations and the cost of the federal administration. There 
has been some delay in getting that information because we have had to secure . 
it from the provinces themselves. But when that information is before you, 
it will be clear to the members of the committee that the bulk of administrative 
costs, which means dealing with the administration itself, rests on the provin- 
cial level, and the federal administrative costs as well as the nature of the 
federal responsibility are limited to supervision of the provincial administrative 
operations for the purpose of determining this question of reimbursement. 


By Mr. MacInnis: 
@. May I ask if the federal government tela any occasion to point out to 
any of the provinces that they were going beyond the scope of the Act in the 
administration of the Old Age Pensions Act?—-A. In individual instances, Mr. 


. MacInnis, we may have found—for example, upon examination of an individual 


case—that a province has not applied the regulations correctly and we may have — 


had to reject a portion of its claim. But it is on an individual basis rather than 


on an overall basis that we are most likely to have comments to make on the 
nature of the provinces’ administrative job. I cannot recall any situation where 
we have had to make an overall criticism of the provinces with respect to any 
aspect of administration as a matter of policy, going beyond the provisions of 
the Old Age Pensions Act. 

Mr. Brown: Are provincial regulations set up after conferences between 
federal and provincial authorities? 


The CuHarrMan: We are coming to it a little further on, Mr. Brown. 
The Witness: Mr. MacFarlane, who has had a good many years of 


experience in this matter, confirms my impression that there has not been any 
occasion when we have had to take issue with a province on a question of 


administrative policy, as against matters which may arise in respect to indivi- 
dual cases. 


By Mr. Fleming: 

Q. In respect to the point raised by Mr. MacInnis, might I ask in what 
proportion of the cases does the dominion find it necessary to reject the award 
made by the provincial administrations? Would it be an infinitesimally small 
portion, let us say a mere fraction of 1 per cent? 


Mr. MacFaruane: I would say yes. 
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By Mr. Knowles: 


inces had awarded a pension. Those rejections were made in all cases by the — 
provinces themselves. 
~ Q. You do not examine each individual case with the provinces?—A. Oh, ; 
yes, we do. The point which Mr. Fleming makes could perhaps be clarified if 
we could produce for the committee a statement, going over the past years, 4 
showing how much we have refused to reimburse the provinces after they have 4 
made payment. I can assure you that the number is very small and that they — 
are few and far between; we would have to go through our accounts very very : 
earefully to find any of any significance at all. . 
In my experience of the last five years in the department, I can recall only — 
one specific example where we had to reject a provincial account amounting to 
$7,000, I think. There is another situation which is up right now, involving — 
another small amount of money. But basically it may be said to the members — 
of the committee that one major concern of the provinces is to assure themselves 
that any pension which they provide to a pensioner is certain of federal reim- — 
bursement. They are very careful about that because, after all, if they do not 
get federal reimbursement, it costs them four times as much as it should cost — 
them. y in oe 


By Mr. Fleming: <9 
Q. Is not one result, or corollary, the fact that some of the provincial — 
administrations fear that they may not be reimbursed, and that it has tended to © 
make them rigid in their application of the regulations?—-A. That is certainly 
something which one would expect. . 
By Mr. Croll: : 
Q. And it appears in your submission.—A. And, by inference, I think if you — 
Jook at it from the point of view of the provincial administration and from the — 
fact that relatively few accounts are rejected by the federal authority, it is fair 
to infer from that that the situation is as you put it. 


ts ; 


By Mr. MacInnis: 


Q. Where the provincial authority is charged with responsibility of admin-- 
istering the Act, it has got to be rigid because, if it is not rigid, where is the line _ 
to be drawn? Where are you going to draw the line? I have found the admin- 
istrator of the Act, or the chairman of the board, in Vancouver, British Columbia, — 
to be a very very reasonable and fine man. But I am convinced that he has to 
adhere to the Act, and I would certainly never ask him to depart from it. 4 
j Mr. Ferrie: Oh, but you have to temper justice with mercy, and that is — 

~what you have not done. oe 
i 


el 


By Mr. Knowles: . 
Q. I brought in two cases of old age pensioners not getting their birth certif- a 
_ icates back in.a reasonable period of time, let us say eighteen months to two — 
years. And upon inquiry, one always gets the same answer: that the certificate _ 
is being held until your auditor gets there to check the application——A. That is _ 
right. "Oh 

Q. I wonder if Dr. Davidson can tell us what the time lag is now?—-A. I am _ 
afraid I must say to you that the time lag is certainly not any better than it was 
before, and that it is likely to be less favourable for the reason that the changes ~ 
which have been made in the Old Age Pensions legislation during the last two or — 
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s years have thrown such an additional burden on the provinces and our- 
selves, because of the numbers of cases involved, that we have found great 
_ difficulty—both the provinces and ourselves—in keeping abreast of the situation. 
I think the members will know that this is so from the very fact that in some 
_provinees there was a delay of several months in fully implementing recent 
changes in the Act. 
| We have a total staff of 13 for a load of 300,000 cases to audit; whereas 
about five years ago we had a staff of 13 with a load of 194,000 cases to audit. 
So I think we can get a picture of the problem we are facing from an adminis- 
trative point of view. 

We have tried and we are trying to work out arrangements with the prov- 
-ineces which will make it possible, by taking photostats and so on of the birth 
certificates, to’ get those documents returned to the old age pensioners within a 
more reasonable period of time. So T think that through arrangements of that 
kind we may be able to release most of the documents to the pensioners within a 
reasonable period of time. 

Mr. Know tes: The load would be a lot lighter if you had only the proof of 

age to administer and not the means test. 


By Mr. Croll: 

Q. Your investigator may reach any province, let us say, a year behind 

time?—A. Oh, yes. 

@. Yet, a given province may have continued to pay the old age pensioner 
during - that period of time on the assumption that the pension was due.— 
ea. That is right. 
| Q. Only later to find that it was charged back. How do the provinces feel 
about that?—A. The provinces, naturally, would wish us to be as prompt as | 
We can in going over the payments after they have made them; and this delay 
of a year, in some cases, in getting to. the provinces is a thing which is distressing 
both to the provinces and to ourselves. 
| Q. And is it not distressing to the old age pensioner when the provincial 
administrative authority just does not take a chance and turns down that old 
age pensioner, rather than to make a quick decision on a borderline case?—A. I 
would doubt very much whether there are many cases where the provincial 
pension authorities delay action because of concern that the federal government 
may eventually come along a year later and reject the claim. What is more 
likely to happen is that the provincial authority—if I might go back to Mr. 
-Fleming’s question—would follow a procedure of caution to make certain that 
at no point it should step over the boundary line, or on to the boundary line. 
There would be a natural inclination for them not to take any chance of later 
on being checked, and the precaution is likely to be on the side of protecting 
the administration rather than that of giving the benefit of doubt to the pensioner, 
I would say that would be a natural and understandable inclination. I do not 
think it-is unfair to say that probably its effect to some extent is to exercise 
caution and discretion by provinces in .certain areas of administration. - 

Mr. Knowtes: And you cannot mate the provinces? 
The Wirness: No. 


a Mr. SHaw: Does it not resolve itself ta a question of the federal branch 
being understaffed? 


- Mr. KNowies: No—too much means test. 
_. Mr. Suaw: The witness has asserted that they have the same staff today 
-as they had five years ago yet their work has more than doubled. I would 


‘suggest that the whole thing could be speeded up if they had an adequate staff. 
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The Witness: I did not come before this committee to plead the case to 
staff, I can assure you. ; . Aide ak 

Mr. Suaw: I think it is quite obvious and I think this committee should 
take note of that. | , A 

The Wrrngss: I would point out that one reason for that 1s uncertainty as to 
our future staff requirements. We have known that the Pension Act igs under — 
study and the House will likely consider this problem and we did not want to. 
proceed to build up staff—and a certain kind of staff, Mr. Shaw—on the assump- 
tion that this kind of old age pensions programme we have at the present time 1s 
the same as we will have indefinitely in the future. ay, 

Mr. Fieminc: There is one question I want to ask Dr. Davidson in regard | 
to this backlog: is he in a position to estimate the length of time that will be 
required to catch up with the backlog? a 

The Wrrness: Speaking from memory, I think the statement can be made 
simply to this effect, Mr. Fleming, that in no province have we failed to complete 
the audit for year 1948, the calendar year 1948. It is only in respect to the 
calendar year 1949 that there may be a difference of months. In some cases — 
we are working on the early months, and in other cases on the later months. 
Beyond that, I think I can assure you that the procedure of the federal authority — 
in examining the provincial accounts has been completed. . 

Sorry. Mr. MacFarlane tells me that we are farther behind than that in the 
west, that we have not yet completed 1948 in the west, that 1s to say, for the- 
four western provinces. } q 

Could I go on then, Mr. Chairman, to resume the point I was making that 
so far as the basic principles of operation are concerned the Act has remained — 
_essentially unchanged as between 1927 and the present time. ¢ 

I would like to take a moment to explain the nature of the arrangement 
between the provinces and the dominion, both with respect to legislative 
changes that might be made from time to time and with respect to changes in 
the regulations. If you will look at the Old Age Pension Act, section (4), you 
will find that that section provides for agreements to be negotiated between the~ 
provinces and the dominion under which the provinces and the dominion accept 
- certain commitments and administrative responsibilities. Now, that in one 
respect is a one sided agreement in that the agreement may be terminated — 
by the province through repeal of its provincial statute authorizing Old Age 
Pensions, while in the case of the federal authority, on the other hand, that> 
agreement cannot be terminated except at the expiration of ten years from the 
date on which the dominion has informed the province of its intention to terminate’ 
the agreement. Since the agreement is the core of the relationship between the | 
federal and provincial governments in old age pensions matters, it does secure to 
the province a protected period of ten years during which it knows that certain | 
administrative arrangements will be guaranteed to them. Now, the effect of that 
is that before legislative changes which ate made by the federal parliament can 
be actually put into effect in a given province, the province has to agree to tear 
up its old agreement and enter into a new agreement along the lines of the amend- 
ments to the Old Age Pensions Act. | a 

I point out further that in essence the same thing applies to the provisions. 
regarding federal regulations under that Act. If the members of the committee 
will look at section 19(2) of the Old Age Pensions Act, they will see a wording 
which has been in the Act since the beginning to the effect that “No regulation 
by reference to which any agreement with a province has been made shall be 
altered except with the consent of such province or in accordance with the 
provisions of the regulations to which it has agreed.” : i 

Now, that provision means in brief that those regulations which are in 
effect, and to which a province consents at the time it comes into the agreement 
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a Ett the dominion, cannot be changed by action of the governor-in-council or 
c- by action of anyone else except the province itself when it consents to accept 
certain amendments to the regulations which are subsequently made and applied 
4 _by them in its own province. When from time to time regulations are worked 
out, after discussion in the interprovincial old age pensions board, those regula- 
tions are sent forward to each province, and each province has to pass an order 
~ in council under its own authority approving those regulations for application 
a in that particular province. When all provinces have completed that approval, 
_ the governor-in-council then proceeds to proclaim those regulations as regula- 
tions effective from that date. It will thus be seen on this point that the 
_ provinces, both on the legislative side and on the side of regulations, are pro- 
tected by these provisions of the Act from any unilateral acts by the federal 
authority in the legislative or regulations field. In both those cases they must 
consent to any legislative or regulation changes before those changes are 
applicable in the province in question. 
ct Now, with that in mind, as machinery for the implementation of this 
- procedure so far as regulations are concerned, the Act has provided from the 
beginning for the establishment of an interprovincial old age pensions board. 
The function of this board, I should explain, is limited rather strictly to the 
discussion of regulations and to changes that might be made in the regulations; 
and, as set forth in this document, the board consists of two representatives from 
each of the provinces, two representatives from the Yukon Territory and two 
representatives from the federal authority. The way in which that board 
operates, if I may use an analogy, is something like the way in which the 
Security Council operates; in that council there is what is called the rule of 
unanimity. The manner in which the Interprovincial Old Age Pensions Act 
_ operates is that regulations are discussed, that is, possible changes are dis- 
- cussed, and if agreement can be reached as to the desirability of a change in the 
regulation, that regulation is set up for change. If you cannot get agreement 
on the part of the provincial and federal authorities as to the desirability of the 
- change in that regulation, the regulation must remain as it was before, and if 
a you cannot get agreement between certain groups of provinces, as to the 
- desirability of a certain change in the regulation, that regulation again has to 
be left in statu quo until such time as you can obtain general agreement on 
_a particular change. The principle of unanimous consent and agreement is one 
_ that is carried out in the procedures of the Interprovincial Old Age Pensions 
- board and is in effect. sanctioned by section 19 (2) of the Act, to which I have 
sg drawn the committee’s attention. 
- If that gives the committee enough to go on in terms of the general underly- 
’ ing principles, the underlying relationships between the federal and the provincial 
_ authorities which have remained, as I say, unchanged from 1927 to the present 
_ time, then I would like to go on to the next part and spend some time on the 
i changes which have been made in what I call points of detail although some of 
i them admittedly are pretty important points of detail. 


e Mr. Fiemrvc: There is one question I would like to ask about that matter 
of unanimity of agreement. When legislative changes are brought about by 
_- parliament they are, I suppose, in every case, followed by necessary changes in 
» regulations. That would mean that the necessity of consent of any individual 


made by parliament. 
The Witness: It is not always the case, Mr. Fleming, that a change made 
; by parliament requires a change in the Heol ans An example is the last change 
4 that was made increasing the maximum pension from $30 to $40. That required 
& no change in the regulations but what it does require is a new agreement with 
every province, and at that point a province could conceivably say ‘No, we are 
59375—33 


_ province in effect applies both to the regulations and to the legislative changes 
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not prepared to enter into a new agreement to pay pensions at the higher amount: — 
we insist on the maintenance of our existing agreement,” and in that case thes 
federal government would be bound by section 4 of tke Old Age Pensions Act. | 4 
Mr. Knowxes: The provinces had to accept the situation in order to get that 
additional money. ~ 
The Witness: That is right. . 
Mr. Asupourne: I notice we have here the office consolidation 1948 of the 
Old Age Pensions Act, and in it there are a few changes. I notice the word $30 — 
is ruled out and made to read $40.. Are there any other amendments? If so, — 
could we have a summary of any other changes? ) 
The Wirness: These inked-in amendments are the only changes made by | 
the 1949 amendments, so that the copy as you have it with the inked-in © 
amendments is an up to date copy, Mr. Ashbourne. 
Could I proceed, Mr. Chairman, to a discussion of some of these more import- 
ant points of detail where changes have been made. : gy 
The document goes on to note, of course, the fact that these changes have had ~ 
the tendency to broaden categories cf eligibility, to merease the federal share 
of pensions paid and also to correspondingly reduce the share paid by the 
provinces. Among the examples given are the increases that have been made — 
in the maximum amount of pension payable from $20 in 1927 to $40 at the 
present time. That is the maximum pension payable. | 
Then, notice has been taken of the 1931 amendment which involved the — 
federal government taking on 75 per cent of the cost and the provincial share _ 
being reduced to 25 per cent; and the document notes that the effect of this is 
that since 1927 the federal share has been increased from $10 to $380 a month, — 
whereas the provincial share started at $10, went down to a lower amount in ~ 
1931, and is now back at the $10 level. ce 
At this point one might take a look at the chart “A” on the following page — 
one column of which reads: “Maximum pension in 1927 dollar values”. 4 
This chart does not suggest that the government of its day in 1927 estab- 
lished $20 a month as the scientific level of adequacy of pension in September 
of that year; but it does try to show to members of the committee how subse- — 
quent pension payments from year to year have compared -in their relative © 
adequacy or otherwise with the initial concept by parliament of what was ade- — 
quate in the way of old age pensions in 1927. And, without dealing too long . 
with this chart, it does show clearly that the only years in which the purchasing 
power of the pension has been less than the original 1927 level were the three . 
years 1928, 1929 and 1930. For these years the chart shows a slight cost-of- 
living rise as compared to 1927, with the pension payment, of course, unchanged. — 
When you get into 1930 the cost of living takes a down drop, of course, and the 
purchasing power of the $240 pension rises and continues to rise until 1934, when — 
it begins to slip back again; but in all of the years following it remains higher — 
than the 1920 level. Then it reaches a dangerously low point in the latter part 
af 1943, when it is almost back to the original 1927 level in terms of purchasing — 
power. At that point the old age pension was increased from $240 to $300, and 
you have an adjustment there for the increase of the purchasing power of the — 
new pension, going up substantially; and you have changes showing subsequently 
all the different changes that have been made in the maximum pension payable — 
and in the maximum income allowed. | 


By Mr. Fleming: 
Q. I presume that this note at the bottom of chart “B” is significant: “Case — 
loads and costs with respect to the blind are excluded from the above.” I take — 


it they have been deducted?—-A. Yes; that applies to all the tables in this docu- 
ment, except as noted. ‘ oe ea 
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‘Mr. Fiemine: And have you accepted for this table the cost-of-living index 
figures of the D.B.S. or have you used other cost-of-living figures?—A. I should 
have stated on the chart Mr. Fleming, that these are Dominion Bureau of 
Statistics cost-of-living figures, taken from their cost-of-living index based on 
the years 1935 to 1939 as 100. 

Mr. Knowtes: Mr. Chairman, I think it would be good if Mr. Davidson 
included the other column as well showing the 1927 dollar value ceiling in rela- 
tion to old age pensions. It should be noted there that the present ceiling of $600 
in terms of 1927 dollars is only $443.80. It is lower than it has been at any time 
since the year 1947, and it is lower than it was at the top of the depression in 
1933 when it was $463.59. I need not dwell on it further at this time, but my 
point is obvious; that is, the application of the means test. 


By the Chairman: 

(). Is any estimate available as to the extra cost incurred for each increase 
in the maximum income allowable?—A. It is very difficult to answer that ques- 
tion, Mr. Chairman, because you never know how many people are going to be 
prompted to apply for pension when amendments are made from time to time, 
either in the amount of pension or the allowable income. 

(. What has been your experience in the past?—-A. The last time we made 
a change in the income ceiling was in 1947. I think we estimated at that time 
that the combined additional cost to the federal government would be $20,000,000 

-as a result of the increase in the amount of pension and also the increase in the 
income ceiling. 

Q. In both?—A. Yes. 

@. And the amount of pension was increased?—A. Yes. 

Q. And the ceiling was increased by $175 for single people?—A. That is 
right, and I speak subject to correction on this, but my recollection is that our 
estimate was about half of that increased cost was due to the increase in the 
amount of pension, while roughly one-half was due to the increased amount of 

_ allowable income. 

| Q. I suppose the higher you go the higher the cost is, the new cost?—A. I 
think it is fair to assume that the higher you go beyond the present ceiling the 
more you are getting into brackets where there are likely to be a larger number 
of people than in some of the lower brackets which are included at the present 
time. 


Mr. Fieminc: This question is prompted by the note at the bottom of chart 
“B”, the one to which I just referred. The fact that the case loads and costs for 
the blind have been excluded would mean that if they were taken in the amount 
would: be greater? . 

The Wrirness: I think that is true, yes sir. If there are any other tables 
where the blind are not included, Mr. Fleming, I will bring them to your atten- 
tion as I go along. Now, the impression that one might readily gain from the 
fact that the provincial share of the pension cost was reduced from 50: to 25 per 
cent in 1931, would be that that would reduce the provincial financial burden; 
but, as this document points out, that is not the case. Because of the increase 
in numbers of pensioners during the years and the relaxation of the means test, 
residence and other requirements there have been added a substantial number to 
' the pension roll, and that has more than made up, so far as the provincial expendi- 
tures are concerned, any saving that might have resulted from the earlier 1931 
amendments. Now, that is shown by chart “B”, which shows for the years begin- 
- ning with the year in which the scheme became complete for all the nine prov- 

- inces of Canada a steady increase in cost—a steady increase in the federal share 
of the payments and an equally steady increase in the provincial share of pay- 
ments. 
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Q. Would you just break that down for us?—A. Do these figures indicate 
when the increases were made, year by year? When was the first one?—A. In | 
1943. , ee, 
Q. Yes, that was an increase of, what?—A. $5; in 1947 the increase was $5; _ 
and in 1949, which is not on the chart at all because the figures for 1949-50 are 
not yet complete, it was $10. rs a 
Q. Then that would mean that the final figures on the increases would not — 
be here, but they would reflect the changes made under the last amendment in © 
1949?—A. I can give you the exact figure, probably in about two weeks’ time, — 
or ten days’ time. ; a 
Q. That figure may be most significant for our purposes—A. For the pur- 
poses of the discussions of the committee I can tell you that we estimate our — 
federal share, including the blind, at about $94 million or $95 million. About — 
$3 million of that would be the federal share of blind pensions; so you could jot « 
down in pencil that the 1949/50 figure would be about $92 million as the federal — 
share; and, therefore, about $30 million to $31 million as the provincial share for — 
this year just closed. This is old age pension, not including the blind group. 4 
Q. Have you other figures on case-load?—-A. The December 1949 figure on 
case load is 277,000 pensioners but we haven’t got the March 31, 1950, figure— 
that would run probably pretty close to 285,000 pensioners. fx ‘a 
Q. Close to 285,000?—A. Yes. 


By the Chairman: q 
Q. That $92 million does not include the increase for the whole year?—A. — 
No. % 

Q. Did the provinces all put the $40 increase into effect in the same month, — 
May or June, 1949?—A. All the older provinces except one increased their pen- ~ 
sions as from the Ist of May. The other province paid its $40 pension as from 
the lst of June. Then it should be kept in mind that Newfoundland for the last — 
fiscal year had a $30 pension and beginning from April 1, 1950, has increased _ 
that pension to $40; so that these adjustments will come into the picture in terms ~ 


Fa 


of increased costs in the present fiscal year. . 


By Mr. Benidickson: x 

Q. Could you estimate what that would be on a annual basis?—A. The — 
amount we are asking parliament to vote this year—not vote because it is a — 
statutory item—the amount we have placed in the estimates is $103,000,000 for — 
this year. a 
The Cuarrman: Including the blind? — , a 
The Wirness: Yes, including the blind; about $100,000,000 is for old age | 
pensions and $3,000,000 is for the blind. 7 i, 


By Mr. Laing: “* 

‘ we That also includes provision for the last revision in the ceiling allowed?— 
Baal, OSG) z 
Q. Was that the only revision in the ceiling?—-A. No, there was one in 1944. 

Mr. Ferrie: So the total cost would be $130,000,000? > 3 
The Witness: For this current fiscal year it will cost the federal and pro- ¢ 
vincial governments close to $140,000,000 for old age and blind. b 


_. Mr. Know es: But the revision of the ceiling in 1947 established the same 
differential which existed prior to the previous increase. Pension was originally q 
$240 with outside income of $125; when pension was increased to $300 outside — 
income allowed dropped to $65; but this was restored to $125. ‘oe 
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‘The Wrrness: You are referring to the revision of 1944? 
» ~ Mr. Knowtss: Yes, 1944. 

The Witness: Yes, that is correct. Now it will be seen from chart “B”, 
that there has been a steady upward trend in case load and costs with a conse- 
quent effect on both dominion and provincial expenditures; and in the top para- 
graph on page 6 I have simply stated some’of the reasons which have contributed 

to these changes. The main feature of these figures, which we have already dis- 
cussed briefly, is that for the fiscal year just ended we expect there will be shown 
about a twofold increase, and a fourfold increase or more in the cost as compared 
to 1936-37. But one particularly significant thing which comes up in chart “C” 
is that while the cost has increased the percentage of pensioners to the total of 
persons over seventy has remained remarkably constant during the years. 


By Mr. Croll: 
Q. Have you taken geographical changes into account there? 

for Canada as a whole. | 

| Q. Yes, that is what I mean.—A. As shown on chart “B” Mr. Croll, the 
number of pensioners in 1948-49 is almost twice as great as in 1937-38: but 
chart ‘“C” shows that the percentage of pensioners to the total population 70 and 
‘over has remained constant; therefore, the increase in the number of pensioners 
is little more in effect than a direct reflection of the rate at which our people are 
growing older. | 

QQ. That is right—A. And that is brought out on chart “C”, which shows 
that in 1938 we had 41:1 per cent of our people seventy years of age or over on 
‘pension, whereas in 1949 actually we have a little less, 40-3. You will notice © 
that a decline took place during the war years, which indicates in the main that 
we are now taking up some of the slack from the war years. If there were any 
change in the present Old Age Pension Act the trend would be upward and we 
would very shortly find ourselves as being several percentage points higher in the 
‘percentage of aged persons on pension than is shown on this particular chart to 
date. 


A. That is 


By Mr. Fleming: : 
Q. Do you base your figures on the calendar year?—A. I am glad you 

_asked that question. 
Q. I see that 1939 roughly reflects the change in that period. Is that based 
on your case record?—A. No, the percentages are all based on D.B:S. population 
estimates as of June 1 in each year, and on case loads as of March 31 each year; 

so that the 1949 figure is the number of pensioners on- pension as of March, 1949, 
‘in terms of population seventy and over, that is estimated for June 1 of the 
same year. 
; Q. So it is not necessarily an indication of the effect of the 1949 amend- 
“ments?—A. No. 
Q. Would it be very difficult to prepare that information?—A. No, that could 
be obtained. | 
Y Q. I think that is very significant; the effect of the recent changes, particu- _ 
larly the most recent change, will have to be considered—A. Would it be accept- 
able, Mr. Chairman, if the information were computed on the basis of March 31, 
1950, when the figures are available? My reason for asking that is that we could 
give you now the December 1949 figure, but that figure will not be strictly com- 
parable to the others in chart C. 


The CHatrMAN: As of March 31st, 1950? 


* 


_ scious of the availability of pensions and of their own eligibility? 


s , 
Island and New Brunswick, but then you come to Saskatchewan which shows a 
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The Wrrness: My reason for asking that 1s that we can give you the 


December 1949 figures right now, but on that bases there will be a six-mont 7 
gap between the population estimates and the case count, and we prefer to keep. 
that consistent with the table that is given here. Ser 4 
Mr. Fteminc: I think, Mr. Chairman, it would be more accurate to do it that. 
way, if it would not take too long. . 3 
Mr. Larnc: May I draw Dr. Davidson’s attention to the fact that in 1944— 
the figure for British Columbia was 31-7 and for 1946 it is just one point higher. 
That difference would be due entirely to the means test? | 
The Witness: It would be due, very considerably, to a reduction in wartime 
employment. - 
Mr. Latina: That is correet—in other words, the application of the means 
test. ; 
Mr. Croui: Well take a Icok:at chart C for a moment. Look at Prince ~ 
Edward Island, Nova Scotia, and New Brunswick, and you will notice a great _ 
rise from 1938 to 1949. Quebec figures are approximately static and so are — 
those for Ontario. Then look at Manitoba, Saskatchewan, and Alberta, forget-— 
ting British Columbia for the moment. You notice a decline. ; 
I think that chart is very significant; can you comment on it? My reaction 
would not have been in line with the figures for those three provinces—as a mat- 
ter of fact the British Columbia figures are a little lower than I thought 
they would be. . 
The Witness: I should say to the committee that these percentages will — 
differ from some of the other printed percentages you will find in the Labour 
Gazette and the provincial annual reports. Therefore, it is important to note — 
the way in which these figures were compiled—as I have already explained to— 
Mr. Fleming. They are the pensions figures at March 31st in each year and the 
population figures as of June each year. It is a constant and, I think, the most 
accurate picture given yet. It takes into account the Dominion Bureau of Statis-— 
ties adjustments of population estimates for the earlier years in the light of the | 
1941 census and in the light of the 1946 prairie census. It is the most accurate 
table we can produce and, on Mr. Croll’s question, I think there is this to be 
kept in mmd. Some of the provinces had a longer history of old age pensions 
than others. That is true of the western provinces and of Ontario. Therefore, 
you would expect there would be more stability in those case loads by this time 4 
than in the case of Quebec which came into the pension scheme for the first 
time in 1936-37. Therefore, you cannot assume that the 44-7 in the first year 
given here for Quebec represents the full peak of the case load that would 
have been on pension in Quebec had the scheme been running for ten years. The 
same is true of New Brunswick. New.Brunswick came into the scheme in 
1836; Nova Scotia came in in 1934. Therefore, you will find there is more of an 
increase in the case of provinces which recently came into the scheme—1934-1936 
—than mm the case of provinces such as Ontario which had already by 1938 been 
in on the scheme for a period of seven or eight years. ; 


Mr. Fremine: That would be explained because people became more con-- 


Mr. Beninickson: That might be partially so for increase in Prince Edward. 


10 per cent drop in an eleven year period. 
The CuarrMan: Better economic conditions. 4 
Mr. Brenipicxson: Yes, but actually for Saskatchewan on a percentage basis, 

‘ ra 2 


the figure is 18 per cent; 18 per cent fewer of th 
Pe | A ae € group over 70 a of 
pensions now than got pensions in 1938. re getting 
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a Mr. FERRIE: Does thas take into account pensions paid outside the province— 
_ people moving away for instance to British Columbia? 

x _ The Wirness: Those are pensioners on the pay lists of a given province, in 
relation to the estimated population. 


By Mr. Laing: 

q. The suggestion is that some of the reduction in Saskatchewan is because 
of transfers from that province to other provinces. Have you those records?—A. 
We get the records from the pay lists. 

@. Have you figures of transfers from one province to another? 

= Mr. Crouu: That does not affect the figures; it does not make any difference 

whether some people come to your province from Alberta. Alberta still pays. 

The Wirness: These figures are set up on the basis of the pay list. 


By Mr. Knowles: 


Q. The province that issues the cheques?—A. Yes. The numbers involved 
are not significant. 

@. Could we have this clear though. If a pensioner from Manitoba moves 
to British Columbia, after that person has settled in British Columbia, from 
whom does he receive his cheque?—A. By arrangement with Manitoba, he 
receives the cheque from British Columbia. | 

@. Which list is he on in these figures?—A. The British Columbia list—or the 
Manitoba lst if that province wishes to continue paying him. 

Mr. Croutu: We cannot hear what is going on. 

The CHatRMAN: Order, please, gentlemen. 


The Witness: The routine procedure where a person changes residence from 
Manitoba to British Columbia is to have the pension dropped by Manitoba and 
picked up by British Columbia. However, it might be that Manitoba, for reasons 
of its own, would prefer to continue paying the pension direct from Manitoba. 
Not all cases are transferred. 


Mr. Knowtes: What is the general practice? Are most of them transferred? 
The Witness: More are transferred than not. 


By Mr. Fleming: é 
Q. For the purposes of reading the chart we can say that this is almost a 
representation of pensioners by residence?—A. That is right. 
@. Has Dr. Davidson anything to add by way of explanation on the very 
large drop in the case of some provinces. Saskatchewan shows a drop of almost 
10 per cent in the total percentage, and Mr. Benidickson points out that it is an 
actual reduction of 18 per cent in the number of pensioners—A. The only thing 
- that occurs to me is the same thing that I commented on with regard to the 
- wartime dip and that is that farm revenue over the last few years has held up 
well and it is reflected here. There is a substantial number of aged persons in 
the prairie provinces who have property holdings 
Q. Do you keep figures breaking down the reduction in the number of pen- 
sioners—whether it is simply a case of pensioners dying off or whether some 
people who were on pension for some reason cease to be eligible—A. That 
information is contained only in very scattered form in the provincial government 
reports. I can make available the reports as we have them but not all the 
reports give that information. 
The CHaAtrMAN: The number of those who stop receiving pensions would be 
very small. We should say that the drop is due to the fact that less people apply 
initially for the pension w ‘hen they reach seventy. Would that be correct? 
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The CuarrMan: I believe that the largest drop would be due to the fact, that 
less people getting to seventy are applying for the pension. — Bate a er) 

Mr. Crotv: It is obvious that economic conditions on the prairies over the — 
years have given them a stability that is not reflected in the rest of the country. a 
Mr. Ferrie: Why not take into consideration what I said at the start. You — 
talk about justice with mercy, you have a government out there that does not — 
believe, right to the bottom of itself, that there should be no means test. They — 
are the hardest means test outfit in Canada, and that has done it. | 

Mr. Crotu: You are talking about Saskatchewan. 

Mr. Knowuns: May I ask Dr. Davidson if what Mr. Ferrie suggests has 
affected the situation? 

The CHAIRMAN: Please? 

Mr. Frrriz: No, no. 

The CuatrMan: I believe Dr. Davidson has the question but I do not know 
_whether he wishes to answer it. ges 

The Wrrnuss: I can only say this: the figures should speak for themselves. 

Mr. Ferrie: Thank you very much. 

The Witness: These figures relate to— 

Mr. Ferrie: They apply the means test all the way through—-you are 
worse than any bunch in Canada. 

Mr. Know ss: ‘Listen to the witness. 

The Wrrness: These figures relate only to pension payments to pensioners 
under the Old Age Pensions Act. on 

Mr. Brair: Will you explain why the figures for Saskatchewan steadily | ‘3 
decreased from 52-1 in 1938 to 42-8 in 1949? Ga 

Mr. Crotu: The same thing happened to the figures for Alberta. 

_ Mr. Buatr: There must be some explanation. 5 
Mr. Croitu: That was the question. 
. The Wirness: The only explanation I have suggested is that it relates to 

the relative degree of farm prosperity during the years. 

The CuarrMan: Order, gentlemen, please. rae 

Mr. Fiemine: Farm prosperity is not likely to be reflected in the income — 
of people already on pension. It is likely to be reflected in people in their sixties — 
and coming up to their seventies who will not draw pensions. 
~The Cuairman: Order, please. 

Mr. Know es: Well, could the witness— 

The CuarrmMan: There was no answer to Mr. Fleming’s question. 

Mr. Crouu: There could not be. 


_ The Wirness: Mr. Fleming, take for example the case of an old age pen- 
sioner who has a quarter section of land. He may be on the old age pension and 
still have a quarter section of land which he is holding. If he has a good crop | 
in any of these years it is reflected in his income—in the same way as for any 
_ person between sixty and seventy who had an improvement in income—that 
would be reflected in his economic circumstances, 


Mr. Fiemine: Would it be possible, Dr. Davidson, to get those figures? 


I think it might be interesting to have such information as is available even 
if it may not be complete. : ‘ 
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: “Mr. Core: Would you say that in Saskatchewan the percentage of those 
poring ‘property has been increasing at a higher rate? Would that account 
for it? 


4 ~ The Wirnegss: I would not like to make a statement on that unless I checked 
j first the statistics that are available for Saskatchewan. I could not express an 
opinion. 


‘ Mr. MacInnis: If you will look at the Saskatchewan percentages you will 
notice that in 1938 the percentage was 52-1. That percentage dropped in each 
year to 1944 when it was 45-4 per cent. This is for the benefit of Mr. Ferrie, 
when I say that until 1944 there was a 7 per cent drop. 


Mr. Benipickson: It went up from 41-2 to 43-8 per cent. 


Mr. MacInnis: In 1944 the present government came into office and there 
_has been a drop of approximately 3 per cent since 1944 but there was a drop of 
7 per cent in the years when the other government was in office. 


Mr. Ferrie: That proves my point. 


The CHAIRMAN: It is interesting to note also the prices that western farmers 
are receiving for crops. It is useless to discuss politics here and I do not beheve 
that we are here for that at all. 


Mr. Know.es: I want to say a word along that line in connection with the 
situation in Manitoba and I am speaking about one farmer whom I happen to 
_know very well—without going any further in identifying the case. Through 
the 1930’s, as sure as anything, he was heading for the old age pension—farming 

was that poor a business. The wartime prosperity improved the situation and 
he was able to sell his farm. He is now able to live modestly on the income he 
received through selling the farm—otherwise he would have had to go on the 
old age pension. I am sure that during the war years there were many families 
who were able to do just that. I think Mr. Croll was right when he said that 
economic conditions on the prairies have caused this decline, and it is economic 
conditions again which have increased the numbers on pension in some of the 
other parts of Canada. 


Mr. Brown: I move we get along with the business. 


Mr. Smiru: I think that situation would be true of maritime provinces. 

I know that during the war there were many people with good incomes but, as 
the post war conditions levelled off I know that they have not been able to: 
earn such money and they are applying for pensions. 3 


-By Mr. Ashbourne: 


Q. I think that is all the more reason why we should get the figures right 

up to date in the Maritimes, as far as possible-—A. I am not quite clear, I must 

confess, as to what Mr. Fleming has asked me to get by four o’clock this after- 
noon. | G 


sale 


By Mr. Fleming: 
Q. I did not ask you to get it by four o’clock this afternoon. I did think © 
that it might take some time. My request for information arose out of Dr. | 

_ Davidson’s statement that there was some information available from the prov- 
‘inces as to the percentage of reduction, whether it was attributable to people 
going off pension by reason of ineligibility or for death —A. Would it be helpful 
if we could obtain the information from the provincial Annual Reports showing 

_ the reasons why people have gone off pension? 


) Q. As far as the information is available; but I did not expect to have it by 
_ this afternoon. 
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By Mr. Knowles: ore Roy y: 

Q. Since Dr. Davidson is going to get figures like that, would he show 
whether in any province there has been any decline in the absolute number of 
persons on pension? I gather that Mr. Fleming 1s assuming there has been a 
‘decline in the actual number——A. That information is to be found on page 16, 
table 7 of the administration’s annual report. . ; 
Mr. Fremrnc: I am not making any such assumption, Mr. Knowles. 


By Mr. Knowles: ; | 

Q. That table shows an increase in all cases—-A. It shows, during the war | 
years, a decline in some provinces. I think you will find that the table answers 
your question. 

@. Yes, it does. Thank you. 5 

The CuairMAN: The next chapter is entitled “Provincial Variations”. There 
may be quite a long discussion on this, so would it be the wish of the committee 
that we adjourn now until four o’clock this afternoon? Co 

Mr. Crouu: Yes, let us adjourn. 

The CHAIRMAN: Very well then, four o’clock, gentlemen. 

The Witness: Might I intervene to ask, in terms of preparing the way for 
the next item of discussion, whether it is agreeable to the committee that we take 
the next countries in this order: Australia, tomorrow, if we finish Canada today; 
then New Zealand on Thursday; and next week, the United States on Tuesday; — 
Sweden or France on Wednesday, the short session; and the United Kingdom | 
on Thursday? Is that order, roughly, satisfactory? 

My. Fiemine: Might I suggest that we approve the order but do not confine ~ 
ourselves to those dates ~ g 

Mr. Brown: That is a matter for the Steering Committee. 

The CHarRMAN: Oh, yes, that is the general programme. 


The committee adjourned until 4 p.m. today. 


AFTERNOON SESSION 


The committee resumed at 4:05 p.m. 


The CuHarrMaNn: Order, gentlemen, we have a quorum. 
This morning I said that we had received no answers from the provincial — 
welfare ministers. Since that time we did receive a communication from Hon- 
ourable H. L. Pottle, Minister of Public Welfare in the Newfoundland Govern- | 
ment, in which he acknowledges receipt of Mr. Arsenault’s letter and says that — 
he has begun to look into the question in the light of the terms of reference to the 
committee and that he shall be glad to write more definitely towards the end of 
the present month. . 
Mr. Suaw: Is it the intention to supply all the provincial ministers of wel-— 
fare with the daily reports of evidence? I think it would be a wise thing to do. 
The CuairMAN: It is wise; and I thank you for the suggestion. Mr. Arsen- 
ault will see that their names are put on the mailing list. | 
Now, this morning the committee reporters had certain trouble taking down - 
all that was said because at times many members would speak together. I would 
ask for your co-operation in the matter and I would be very glad if before enter-- 
ing the discussion a member would try to attract my attention. ‘ 
Mr. Suaw: I have lost my voice but I will do my best. 
The Cuarman: It will always be good anyway. 
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Well, Dr. Davidson, will you continue? 


_ The Wirness: Mr. Chairman, we were discussing certain features of 
Chart “C” which comes before page 6 of the mimeographed document, and 
I suggest in concluding the section we were discussing this morning that I be 
permitted to read just two paragraphs on page 7 of the report which provides 
the transition from the section we have been discussing to the new section. 


These variations reflect to some extent the relative economic cir- 
cumstances of the aged in different parts of Canada: for example, it is 
not difficult to accept the inference that the percentage of pensioners in 
Ontario and British Columbia is relatively low because there are more 
aged persons in those provinces who are able to maintain themselves 
without public assistance. Likewise, it is to be expected that in the 
economically less favoured provinces of Newfoundland and New Bruns- 
wick a relatively high percentage of the aged would find themselves in 
need. 


I might interject here, Mr. Chairman, that in the text I point out that in 
New Brunswick and Newfoundland we expect that as of the end of March 
1950 we will have had approximately 70 per cent of all persons 70 years of 
age or over on pension in those two provinces, so that it is not difficult to 
understand why on the one hand the better favoured provinces economically 
should be at the lower end of the scale and the less favoured provinces 
economically should be at the higher end of the scale. 

Then the text goes on as follows: 

It is to be doubted, however, whether this is the full explanation of 
the wide degree of variation between the provinces. At least a part of the 
explanation is also probably to be found in different administrative 
practices prevailing in the various provinces within the over-all limits 
imposed by the federal law and regulations. | 


Now, it seems to me, Mr. Chairman, that this is a fairly important, point to 
bring to the committee’s attention because in the pages which follow an effort 
is made to indicate, first of all, what is the basis of the federal provisiong in 

certain instances respecting the principle of means testing, which is to ‘he 
applied, and then the text goes on in these specific instances to illustrate how. 
the principle which is stated in the Federal Act or regulations is actually 
applied in the various provinces. I think the evidence that is contained in this 

material will satisfy members of the committee that there is a° fair amount of 
variation actually as between various provinces in the way they apply the 
means test and that there is a degree of leeway which is implicit in the present 
arrangements under which the federal authority lays down the principle in the 

Act, and to some extent in the regulations, and then leaves it to the provinces to 
‘apply the principle under a formula or procedure that they devise on their own 
responsibility. 

The point I am making—and I do this quite genuinely and without any 

endeavour to disassociate the federal authority from its share of the responsi- 
bility for means testing procedure as laid down in the regulations—the point 
I am trying to establish here is that within those general principles there is a 
significant amount of leeway and variation possible as between the various 
provinces and that the provinces, for that portion of the means testing pro- 
cedures, have the responsibility for determining exactly the types of procedures 
they are going to follow. 
That point will become clear, I suggest, to members of the committee as we 
take up the various instances I have set forth here in the report. The first of 
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these deals with one phase, namely, the manner in which income is caleul ted 
for purposes of determining eligibility for penston or determining the amount of | 
pension that an individual applicant 1s entitled to receive. Sy eS a 
The first illustration I take relates to the question of free board and_ 
lodging which is supplied in a substantial number of cases to pensioners living © 
with their sons and daughters or friends who are housing and boarding them — 
free of charge. Members will appreciate that these imcome calculations are 
related to the principles laid down in the federal Act, namely, that a person to 
be entitled to old age pension must have an income annually that does not — 
exceed, both outside income and the pension itself, $600 a year in the case of a © 
single person or $1,080 a year in the case of a married couple. Federal regulation — 
10, provides that in determining the amount of pension that an individual 
applicant is entitled to receive the provincial pension authority, and here I am — 
quoting the regulation: “must take into account the amount or value of all 
income and contributions received, whether in cash or in kind”. J 
There are certain stated exceptions to that in the regulations but generally 7 
speaking the broad principle is laid down that the provincial pension authority | 
must take into account in determining the amount of pension, the value of all — 
income and contributions received, whether in cash, or in kind, received by 
the pensioner. Ane. 
Obviously, that means that the federal regulation, in the case of a pensioner — 

who is receiving free board and lodging from a son or a daughter, lays upon 7 
the provincial pension authority the obligation to take into account the value — 
of that free board and lodging and to that extent the province is bound by the — 
provisions of the Old Age Pensions Act and regulations. However the federal — 
Act and regulations have nothing to say, Mr. Chairman, with regard to the 
‘amount at which a provincial pension authority is to value that free board and 
lodging. When we come to an examination of the ways in which the provincial 
pension authorities proceed to value that board and lodging we find some very © 
interesting differences and I would draw your attention in this connection to — 
Chart “D”’, which is an up to date statement, with certain exceptions that I will 
mention. This is an up to date statement of the values which provincial pension 
authorities place upon shelter, board, or combined board and shelter, in the 
ease of single pensioners and married couples. ; 
. I should explain that with the exception of Alberta and Prince Edward — 
Island, which have not yet replied to a recent communication we sent out to the — 
provinees, all the other provinces are completely up to date and that statement 
is as of March, 1950. : 
In the case of Alberta and Prince Edward Island the information given is — 
based on data provided in January 1949. If there are any amendments in the — 
light of letters that we may receive from those two provinces in the course of — 
these hearings we will advise the committee. ae 
Mr. Latina: Do you know of any changes that have been made? So 

The Wirness: I know of no changes in any of these provinces from the text. 

as shown here, Mr. Laing. 5) 
Mr. Larne: But have these been altered since the increases went into 
effect in the Old Age Pensions Act? 7 3 
The Wirness: Oh, yes, changes have been made from time to time by the 
provinces in regard to these figures. & 
Mr. Larne: Recently? 4 

The Wrrness: Some have been changed since the last time we got the — 
figures in January, 1949. es 
I think if members of the committee will examine this chart, they will 

see that as between the different provinces there is a considerable degree of 
variation in the amount that is charged for free board and lodging and the amount 
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a "consequently that. an old age pensioner might be entitled to receive if he was _ 
_ receiving free board and lodging. You will notice a range from a low in Manitoba 


_ of $125 for free board and lodging for a single person to a high in the Yukon 
Territory of $360 as the value of free board and lodging there. 

At the top of page 9, I have shown what amount of pension under this arran- 
- gement would be receivable by an old age pensioner in the different provinces of 


. Canada if he had free board and lodging and no other assets or income. In 


Manitoba under this arrangement for a single person the amount would be $475, 
that is, it diminishes the amount receivable by only $5 a year. That is the 
most generous. In Alberta, British Columbia, and Saskatchewan the pension 
is reduced to $420; in New Brunswick and Nova Scotia, $390; $360 in Newfound- 
land; $300 in Ontario and Prince Edward Island; $270 in Quebec and $240 in the 
Yukon Territory. 

From these figures are drawn two inferences: the first one is that in terms 
of the actual cost or value of board and lodging today, most of the provincial 


figures show that the provinces assess the value of free board and lodging at a — 


level considerably below the actual cost of the board and lodging at the present 


_ time. That is an operation that benefits the pensioners rather than the reverse. 


The second inference that is evident. from these figures is that under the broad 
principle laid down in the federal Act and regulations to the effect that the prov- 
inces must take items like this into account,the provinces have a fairly wide 
degree of discretion and do, in effect, exercise a fairly wide measure of discretion 


in the value they place on income items such as I have mentioned here. 


I might pause at this point, Mr. Chairman, for questions. 
The CuHarrMan: Yes, that is a good idea. Are there any questions? 


Mr. SHaw: Mr. Chairman, I wonder if Dr. Davidson could conceivably agree 
with me when I suggest that under this section of our Old Age Pensions Act we 
run into the greatest amount of discrimination. Now, for example, you may have 
a father or a mother or both who are living with a son or daughter, who in turn 
has a family of his or her own to support, and are unable to provide for. them, but 
in many cases they are doing it just the same because there is no alternative. The 
pension authorities now come along and say in view of the fact that you ate now 
securing free board and lodging we must give you a lower pension, a pension. so 
low in fact that they are unable to leave the home of their son or daughter ant 


be on their own, whereas, if Justice were done, this couple might conceivably, in \ 


securing the maximum pension, move out of the home of their son or daughter 


where they may have no particular desire to reside, and establish their own domi- 
cile. Now, I have known of cases where they have been livi ing in their own home 
with no outside source of income, supported by a son or daughter and they 
make application and collect the maximum pension. This happens in a case 
where the son or daughter is unmarried, yet, in the other case they are deprived 


of the maximum pension even though receiving their board and lodging in both 


eases. It appears to me that a great deal of discrimination arises under this par- 
ticular section of our Old Age Pensions Act. Maybe I have not explained it as 
fully as I should, but I have bumped into this so frequently, and I think in my 
own province the system and administration is not different from that in the 
other provinces. , 


The Wrrness: Might I ask you, Mr. Shaw, whether the two types of cases 
you are referring to both occur in the same province? 

Mr. SHaw: That is correct. I have, in fact, drawn these cases to the atten- 
tion of the provincial authorities. 

The Witness: I cannot myself explain why in the two examples such as you 
have outlined, the value of board and lodging in one case would not affect the 
pension -at all and the value of the board and lodging in the other case would 
affect it. 


~ 
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Mr. BenrpicKson: In the one case it is not disclosed, and in the other case ~ 
it is obvious that it is disclosed. : a ce 

Mr. Suaw: In the one case—we will put it this way—the unmarried daughter 4 
may be working and living at home providing for her parents, and the argument 
is sometimes advanced that the parents require the presence of the daughter there — 
to enable them to get along as satisfactorily as they should. That may be due | 
to a condition of age but there does appear to me that there has been a great — 
deal of discrimination and I feel this occurs in most of the provinces ynder that 
particular section or I would not bring it to the attention of the committee. Of 
course, conceivably there is room for improvement in there if we continue with 
a means test. However, we may not have to. I do not think I should pursue the 
matter any further. I just wanted to bring that point to the attention of the 
committee. ; ; 

The CuatrMan: On Mr. Shaw’s question, it all depends on the administra- 
tion by the provincial authority. For instance suppose than in Quebec, an old 
age pensioner, or two old age pensioners, live with their son and daughter-in-law. 
If the son and daughter-in-law can give evidence that they are not in a finaneial 
position to keep the parents the parents are entitled to the full pension so that 
they can help the young people in sustaining them. I have had such cases 
occur quite frequently in my own experience, and these cases can be dealt with 
by the Quebee provincial authorities with a large amount of discrimination. 

Mr. Suaw: May I put this question to Dr. Davidson: What effort is made 
to bring about a reasonable degree of uniformity in the interpretation of regula- — 
tions under the Old Age Pensions Act? I see reference here to a meeting of this— 
I don’t know what you call it—interprovincial board. I notice they have not 
met since 1948, but there have been many changes since 1948. Has any effort 
been made or is any effort being made to bring representatives together to — 
establish as high a degree as possible of uniformity of interpretation? 

The Wrrness: To that question, sir, I would answer that we have 
endeavoured in the years since the Department of National Health and Welfare — 
has taken over the administration to do all we can to bring about that end. 
We bad meetings of this interprovincial committee or board in 1946 and 1948 
and we had contemplated having a meeting of that board this year. We would 
normally have had a meeting of the Interprovincial Old Age Pension board 
just about now had it not been for the fact that this committee was established 
and we obviously could not deal with both bodies at the same time. One must 
keep in mind, however, the fact that when changes are made in the regulations: 
those changes involve a tremendous amount of extra work on the part of the 
provinces in going over their entire case list and adjusting cases to meet the | 
new change; and in such circumstances it is only fair to the provinces to consult — 
their wishes as to these meetings, of the Interprovincial Old Age Pension board. — 
In this last instance we wrote to the provinces as far back as early in 1949—I ~ 
_ think I am right in saying that—asking them whether they would like to have 
a meeting of the interprovincial board in the fall of 1949. Quite a number of them _ 
wrote back and said: please don’t call a meeting too soon; we have enough — 
problems on our hands getting through the adjustments of the 1949 change and | 
we would not like to have to rehash all the regulations all over again quite — 
so soon. | 

Now, I do not like to say that there is discrimination as between the 
types of case to which Mr. Shaw has referred. I would be the first to admit, in 
ae a ean Ue renen Be coe erate that there is considerable 
ee eS provinces. But one has to consider Im every case just 4 
you want to establish uniformly rigid regulations that apply in | 
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terms of dollars and cents as against a fair degree of flexibility, because condi- 

tions differ widely in each of the provinces; and the federal authority felt, 

rightly or wrongly, that it should endeavour to phrase its regulations in respect 
to income calculations in particular in terms of broad general principles and 

leave it to the provincial authorities to work out the detailed application of them 
in terms which suit best the authorities of a particular province. Now, that is a 

justification for the present situation where administration is left, with the 
provincial authorities who apply these procedures; but I must admit it does 
extend different treatment to the same type of case in different provinces. 


Mr. SHaw: I would be prepared to leave this now with the observation 
that this might be another good reason for the abolition of the means test. 


Mr. Crouu: I do not think we need any reason for that. Just let’s follow 
that up for a moment. I have read your whole brief—that might surprise you, 
Dr. Davidson—bearing out just what you said. I may be a little ahead of 
myself because I note that you deal with administration as it affects the maritime 
provinces particularly, because I think that is the point—shall we do that 
now? This is on page 11, but it relates to this argument which we are in. 

~The CHariRMAN: [| think we should deal with that later; we are on shelter 
now. — . 


Mr. Beniicxson: Referring to chart “D”, how is the administration 
worked out iff the Yukon? Do they have funds available there with which to 
meet their share of the payments? 


~The Wirness: The Yukon Territory has finances of its own from which 
their 25 per cent contribution is paid. It has local taxing powers, that is the 
territorial authorities in the Yukon Territory have them; and in that respect 
they differ from the territorial authority in the Northwest Territories. 


By Mr. Fleming: 


. Mr. Chairman, I notice the brief has to do with Ane problem—so far we 
are speaking of administration—that arises out of the means test; 1s that not 
a fair observation?—A. Yes. 

Q. Is it not equally fair to say that most of your problem in reference to 
administration arises out of the means test?—-A. Yes. But might I just interject 
there, Mr. Fleming? That was in the introductory section; and at the conclusion 
the brief again points out that after all, the basic principle of the program as we 
have it today is that it is a means test program. 

Q. Quite —A. It is not surprising therefore that the main problems should 
arise around that test. 
| Q. And, coming to this matter of discrimination, you § seem to suggest that 
» there is merit in flexibility and economic conditions in the different provinces 
may justify such a measure of flexibility that seems to me really to actually 
result in discrimination as between the people in the different provinces. I do 
not think you go quite that far—aA. I think what I intended to convey is that 
under any general scheme of provincial administration such as we have, there 
is merit in leaving a fair amount of discretion with the provinces in the 
_ administration of the old age pension system in such a way as they believe best 
— applies to their particular province. I would not infer from that that under 
another system that might not involve joint dominion-provincial responsibility 
that that principle of variability should apply. 
| Q. If you eliminated the means test would you not have fewer of these 
_ discriminations that we have been talking about? 


. Mr. Cron: I think the answer is obvious, and I think we ought to have it. 
It is a straightforward question. 

The CHamRMAN: The answer to that is “no”. 

Mr. Crotu: Is it? 
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The CHamman: The answer is “no”. Everybody knows that. Take, for 
instance, family allowances. That is the kind of question by which a member 
wants to convey his own opinion; and I would like to say, gentlemen, that 
it has always been my opinion that such questions should be avoided. mart “§ 

Mr. Fiemina: If you are making that observation in reference to my — 
question let me tell you flatly that your observation is entirely misdirected, a 

The CuatrMan: I am not making any reference to your question, somebody 
asked it. ; | ae 

Mr. Furminc: Well then, pardon me. eae 

Mr. Croutu: Does it relate to the observation that I made? 

The CuHatrman: That is right; to an observation you made. ; 

Mr. Crouu: Well then, I suggest that you did not get it correctly. Let 
us get it now. What I said was, we ought to have an answer to the question — 
that Mr. Fleming asked, and your opinion was that it appeared to be an ~ 
obvious answer; obvious, yes, but an important one. : ARS: 

The CuHarrMan: It is very obvious, and its obvious purpose is to convey 
the opinion of one member. | a 

Mr. Fueminc: Does Dr. Davidson know that I wanted his obvious. answer? 

Mr. Crouu: I am not sure. ) i 

Mr. Furminc: What I am trying to get at on this point, Dr. Davidson, — 
is this; that in a country as big as ours with the different provinces having — 
variable economic conditions, that as long as you have dominion-provincial 
joint administration of any old age pension scheme you are going to have many — 
cases arise which will look like discrimination as between the different people 
of the different provinces. Now, if the means test is taken out are you going 
to reduce the area of discrimination, and if so, substantially? 1 

The Wirness: I think, Mr. Chairman, that depends on the kind of scheme | 
you introduce. You can have discrimination both ways. You can have what — 
appears to be an equitable treatment such as would be involved in the system » 
of old age pensions based on a flat rate that applied from one end of Canada 
to the other. From one point of view that would appear to be equitable and — 
fair—no variation and free from discrimination; but there may be a very. 
considerable element of discrimination in such a system, because urban residents — 
get the same pension as rural residents; and the person in the rural ‘area, or 
the person in one part of Canada, might have a relatively lower cost of living, 
yet he would get a basic pension no different from that received by the other. 
On the other hand, you could have a system in which you try to work out a 
regional differential; which I think is what Mr. Fleming was getting at. You 
have a more complicated system in the first place from the administrative - 
point of view; and, secondly, while you may from the point of view of administra- 
_ tion be trying to achieve real equity in its operations, yet at the same time 
create what appear to be inequities because a person in one part of Canada 
would be paid a pension rate in dollars that is higher than it is in other parts 
of Canada. And I think you face a genuine dilemma when you try to decide | 
which of the systems you are going to employ in a national plan. | : i 

Mr. Crotu: That is so. I think that is one of the key questions. 4 


The Wirness: One of the core questions which the committee may have to 
consider is that very question, and no doubt they will try to come to some 
conclusion on it. What it boils down to is this: Does the committee want to 
consider and recommend a flat system in dollars and cents across the country, 
or does it want to work out a system that involves regional variations on a 
given kind of pension? | 2 
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ie Cuont:: May I sek the witness this, Mr. Chairman? Is not this question 
Eiko true with respect to family allowances? Is this not the same element as 
is applicable to family allowances? 

The Wrrness: Quite, but with this important difference— 

Mr. Ferrie: Mr. Chairman, I move we adjourn until after the vote. 

The Wirnsss: I think this is the main difference, that under family allow- 
ances you are not proposing to pay an amount that comes anywhere near 
representing the total cost of maintenance, whereas under old age pensions you 
come more closely to attempting to do that. 

The CHAIRMAN: The committee stands adjourned until after the vote. 


(The committee adjourned during a division in the House.) 


(The committee resumed.) 
The CHAIRMAN: Order, gentlemen. 


By Mr. Smith: 

Q. May I ask Dr. Davidson a question with regard to Chart D. I noticed 
that in Nova Scotia the claim for free board and shelter is $210 or less. That 

is the only place where the “or less” is noted. What does that mean? 

A. Those words, incidentally, should also be attached to the $420 down 
below. The explanation, according to the director of old age pensions for Nova 

Scotia, is that they may adjust that figure downward in certain circumstances, 

where they find, on investigation in the home, that the level of living and the 

general value of board and lodging should be lower. There is an element of 
further discretion which enters there. 

Q. What happens to the people that are in poor farms? Years ago they 
were taken in under the Pensions Act, and at that time they were all generally 
taken to be given free board and lodging but it was being paid by the county. 

What happened to the old age pensions? Were they given the maximum or 
was their pension reduced by an amount of free board and shelter? 

A. I am afraid. that was before my time. I would have to ask Mr. 
MacFarlane whether he has any information on the point. 

Mr. MacFarlane tells me that if the county was providing free board 
and shelter then that was taken. into account on the same basis exactly as 
-if a son or daughter were providing free board and shelter, and. a partial 

pension would be payable. 

Mr. Latina: The question of discrimination has arisen and I would like 
to make an observation here—and I am not attempting to give my own 
opinion. Discrimination has been spoken of in respect to those people who 
were obtaining very nominal board and shelter—as against near relatives 
providing the same. It would appear to me that there is equal or even greater 
discrimination against those who have not the good fortune to obtain the 
free board and shelter in homes where they can enjoy comfortable and 
amicable relations with relatives. I think the matter of discrimination enters 

equally against those who have not the good fortune to have relatives with 
| them. 
The CHatrMan: Are there any more questions on Chart B? 


Mr. Core: May I discuss this discrimination a minute. I have listened 
E to the discussion and to the remarks regarding discrimination that might 
arise between different scales being adopted in different provinces through 
interpretation of the regulations. 
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Now, within one province, in the case of a clearcut discrimination by the 
provincial authorities in the handling of a claim and the adjudication of any 
application, I assume there is nothing that can be done from here to re-open 
the case or to obtain better treatment in a particular case. I have several P 
cases in mind; that is why I ask. a en 

The Witness: I think I am correct in saying that in anything that ee 
have said about the variation between provinces in respect of the application — 
of this means test feature, I have not once this afternoon used the word © 
“discrimination”. I do not suggest there is discrimination between the various — 
provinces but I suggest there is variation. Ii the word discrimination has — 
been used, it has been used by members. LF xs 

Mr. Crotu: You said “variation in treatment.” 

The Witness: There is a difference. 

Mr. Know.es: You are very discriminatory. . 


The Wirness: So far as the question raised by Mr. Cote is concerned, — 
if there was a situation brought to our notice where there was evidence of 
discrimination in a given province in the treatment of two identical cases, — 
we could bring those two cases to the attention of the provincial authorities. — 
We could give them our opinion on the matter; but I would lke to make it 
clear that we have no means whereby we can say to the provincial authorities — 
that the two cases must be treated alike and that one pension must be raised 
to the level of the other. In fact, we are not entitled to say that a pension must — 
be paid at all—even in the case of a person who in our opinion is entitked — 
to one. The Act simply provides for our reimbursement of the province in 
respect of any case that they may see fit to give a pension to. 4 

Mr. Core: You could take a stronger attitude towards the provinces and — 
flatly deny the 75 per cent share in any case which should not have been 
admitted to pension by the province. 


The Witness: We can refuse to reimburse the province-in any case that — 
is being improperly paid but, in the kind of case you are referring to: where 
the province may have paid a smaller pension than the applicant, in our 
opinion and according to our calculations, is entitled to—we have no sanction — 
that we can impose upon the province to compel it to pay the man what we think 
should be paid. 


By Mr. Fleming: ‘ re 

Q. Does that.mean the only case in which you have interfered or, queried. 

an award of the province is where you have rejected it or reduced it; there are 
no cases where the province has revised the pension on your insistence?—A. Those 
are the only cases. i 
Q. That is a fact. Speaking broadly, has your department of the govern-. 
ment ever made any representations to the provinces with a view to eliminating 
these variations in treatment or reducing them?—A. We discuss questions 
of this kind periodically at the interprovincial meetings of the old age pension 
boards when efforts are made to see if we can arrive with the provinces at a 
more even balance of these different means test features. There will be one 
or two specific illustrations of it brought out later as we go along. : 
In respect of individual cases when we get a letter from a member of parlia-_ 
ment, for instance, we get all the facts at our disposal—which we must get from 
the provincial authorities because we have not the individual records of cases 
here. If, according to our interpretation of the law, the applicant is entitled 
to a degree of consideration which he has not received from the province, we 
will write to the province and say that as we’ work out the calculation it is our 
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view that the applicant would be entitled to a pension of a certain amount 
if the facts as given by the province with respect to income are accurate. We 

will express our opinion to that extent but the province, of course, has the final 

right to decide whether they will agree with our calculation. 

Q. You say ‘that you have only done that in these conferences, but you do 
not do it as a matter of communication?—A. I distinguish between the con- 
ferences where we discuss general provisions, and individual cases where we 

write on individual situations to the different provinces. , 

The CHAIRMAN: But you have no sanctions on them? 


The WitTNEss: No. 


By Mr. Brown: | 

Q. Do I understand this correctly? For instance, in Manitoba and Ontario 
a single man would get $40 per month pension—I mean that is his pension with 
his supplementary pension— —A. A man getting free board and lodging? 

Q. No, his basic pension would be $40 a month?—-A. The maximum pension 
in Ontario and Manitoba is $40 a month. 

Q. From that would be deducted $300 for free board and lodging?—A. No, 
I should correct that, Mr. Brown. The value of the free board and lodging is 
not subtracted from the maximum amount of pension payable. The value of 
the free board and lodging is subtracted from the maximum amount of income 
allowable—which is $600—so, if you look at page 9 you will see the exact 
amount of pension that would be received. 

Q. That brings up another point of observation. These briefs were only 
handed to us this morning and I, for one, have not been able to go through it 
too carefully. 

The CHarRMAN: They were given out last night at 7 o’clock. 

Mr. Brown: I did not get mine until this morning. . 

The CHAIRMAN: They were in the mail boxes of all members at 7 o’clock 
last night. We did not get them until six o’clock and they were distributed 
immediately. 

Mr. Brown: Well, if I pursue this question, I would like to iudaeeeea a 
little more about— 

Mr. Knowues: Mr. Brown’s point still holds. A single pensioner in Ontario | 
would get $300 per year and in Manitoba he would get $475. 

The Witness: That is correct. 

Mr. Croutu: That is discrimination. 

Mr. Suaw: Mr. Chairman, earlier this afternoon, I probably introduced the 

use of the word discrimination I considered it in a very loose sense, and the 
proper expression would have been “variation in treatment.” Ido not want it to 
be thought for one moment that in my province the old age pension board is 
guilty of discrimination in the sense that it now seems to be regarded. I think, 
on the contrary, that it will be found that the superintendent of the board is a 
very fine man, and those inevitable conditions which appear are the result of 
the application of the means test. , 


The CHAIRMAN: But there is not discrimination in one province? 


Mr. SHaw: You will find that it is because of the difficulty of interpreting 
certain cases in the light of the Act itself. 


By Mr. Smith: 
Q. I would like to ask one question in relation to chart D. What happens 
to the man on a poor farm who has been, for some years, in the care of and 


| 
| 


_, _ board and shelter are the same for a man of 70 who is married to a woman of 70, 
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when they are fifty and when they are seventy they would ordinarily come under — 
the old age pension administration. 1 a 
Mr. Bratz: The same thing would apply in the case of county homes? ey 
Mr. SmirH: We call them poor farms. By a 
Mr. MacInnis: I was going to say in answer to the question that, although 4 
I do not know how it is done now in British Columbia, some years ago when I 
was on the council the pension was assigned to the city and the pensioner was | 
taken care of in the institution. . a 


By Mr. Smith: a 

Q. My point is, and my question is does the man get a maximum pension or — 

is his pension cut down to the extent of the free board and shelter which he has — 
had for previous years?—A. In other words: do we take over under the pro- 
vincial-federal pensions the liability of the county? » . 
Q. That is right—A. I am informed by Mr. MacFarlane that in this case 

a partial pension is paid, and that the county is expected to continue to supply 
_ the value of free board and lodging as it has in the past, and the valuation of — 
that board and lodging is charged against the total allowable income of the — 
pensioner. - 
Q. Thank you. q 


+ 


} By Mr, Fleming: | a 

_ Q. My question concerns the converse of that case. Has the dominion — 
received any representations from the provinces with a view to eliminating these — 
variations in treatment as between the different provinces?—A. Not to my 
knowledge. As a matter of fact, we do not even get formal notification from a — 
province if they decide that they will alter this scale of charges which I set forth 
in chart ‘““D”. Our auditors or examiners find out about it when they go into the 
province, or we might find out about it when we circularize, as we did in March. 
But they have complete discretion to vary these from time to time and in the 
light of conditions as they visualize them in their own province. : 
(. It is purely a question of interpretation then?—A. Quite. 
The Cuatrman: Are there any more questions on the charts? Only two 
provinces, Dr. Davidson, take into account the fact that it costs, usually, less 
than double for a couple than for a single person. Y 
The Wirness: That is correct. 


By the Chairman: q ee B 
Q. I understand that in a general way the ceiling and the value of the free 


when both are receiving pension, as for a man of 70 who is married to a person - 
of 68, when only the man is receiving that $40—A. That is right. ee 

Q. The scheme does not take into account the obligations of the receiver 
of the pension. It is given to him only on account of his age and his income, o: j 
course. But I mean— —A. Both of those cases, whether they are both over 70 
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or one ror them is wider 70 are treated under the category which provides that a 
- married ‘pensioner may have an outside income of 41, 080 including whatever 

pension is paid to him or to his wife. 

QQ. 1 was drawing the attention of the committee, without giving any 

\ personal opinion, to the fact that a man, without any means at all, of 70 years, 
who is married to a woman of 69 receives $40, while his neighbour who is in 
exactly the same condition, without any means at. all, and is 70 years of age and is 
married to a woman of 70 years, gets exactly double, That is $80. This is the 
position of this case, is it not? 


Mr. Croiu: That is true. 

Mr. Ferrite: And why is the pension cut? 

The CHatrMan: It is not cut. It is personal. 

Mr. Ferrite: Well, if it is personal, it ought to be $1,200. 


Mr. Know.es: We are talking about two different things. You are talking 

about a ceiling while the chairman is talking about a pension. 

Mr. Laine: What about the words “in outlook” in line 13 on page 10? Could 
the chairman enlarge on that? 

The CuHatRMAN: I wonder if Mr. Laing would mind waiting. We are still 
dealing with chart D and I was about to ask if there were any more questions 
on it so that we could move along. When we get. there, I will take up your 
question, Mr. Laing. I am sorry, but the rule must be the same for all. 

The Witness: The next example of this kind comes in connection with the 
variations as between the provinces in their calculation of income from real prop- 
erty, and the purpose of this section is to do exactly what the previous sections 
did, to lay before the committee, first of all, the overall principles laid down 
in the federal regulations and to show the various ways which the provinces have 
adopted for putting these principles into actual practice. 

The regulations state that in the case of an applicant living in his own ironies 
the pension authority must consider as income, as the shelter value of the prop- 

erty, an amount which in the opinion of the pension authority is fairly equivalent 
to the amount which the pensioner might reasonably be expected to pay for 
rent. But in fixing such an amount, the pension authority may deduct all or any 
part of the cost of maintaining such property, except for the repayment of 
principal on a mortgage or an agreement of sale. 

That was a regulation which was adopted in 1946, revising a previous regula- 

+ tion which had put an arbitrary 5 per cent assessment on all property used as 
a residence. 

This was worked out after full and detailed consideration, and was agreed 
to by provincial pension authorities because it was felt that the 5 per cent 
rule was probably too arbitrary and did not apply equally in all cases, particu- 
larly im view of the variation of assessment in different municipalities, and that 

we should try to work out a more equitable basis of assessing rent or income 
from property of this kind in individual cases. 

And it was for that reason that we provided an overall formula involving 

F a fair rental value, less the actual expenses incurred by the pensioner in main- 

taining his property, such as taxes, interest on mortgage, fire insurance, water 
| rates, and other items of that kind. The results which followed show, by impli- 
cation at least, that the provinces had such great difficulty in trying to apply that 
new formula to individual cases that they, in most instances, returned to a more 
rule-of-thumb procedure of charging certain fixed percentages of assessment 
as the income value of property used as a residence. For example, British 
Columbia, Manitoba, and Alberta are still under this fair rental value regulation, 
doing what they did before under the earlier regulation; they are applying right 
across the board an income charge for property used as a home amounting to 
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5 per cent of the assessed value of the property less encumbrances. - if we ask 
British Columbia about it, they would have to say to us: we regard this as bei ea 
the amount that is fairly equivalent to the amount that the pensioner might | 
reasonably be expected to pay for rent. : ORS 
Coming to Quebec, you will find that they use a 5 per cent formula for 
equity in property up to $3,000; while for property in which the equity is from | 
$3,000 to $4,000, they charge a 6 per cent rate, and so on up to a 10 per 
cent rate at the highest level. | thes 3 
Ontario, on the other hand, takes 4 per cent of the assessed value whether the 
property is encumbered or not. Ontario is one province which did seriously try 
to apply this regulation in the terms in which we drafted it in 1946. They have for — 
a number of years used a formula on the basis of which they took as the fair — 
rental value of the property a figure which real estate authorities usually — 
acknowledge as rental, being about 10 per cent of the value of the property. — 
Ontario would then deduct from that—they would obtain vouchers from the — 
owner of the property as to his maintenance costs for the property, and they 
would deduct that amount from the 10 per cent. But the details which were 
involved in such a procedure, and the difficulty of keeping track of the expenses on — 
the part of the pensioner were such that the Ontario authorities have, on their own — 
initiative, within recent months, come back to this flat 4 per cent formula which — 
is set forth in this document. | a 
Nova Scotia and Newfoundland, on the other hand, work on an entirely — 
different basis. Where a pensioner has property which he uses as a home in 
those provinces, if he is single, it is taken into account, as if- he were receiving — 
$60 per year as income, and if married; $120. And Saskatchewan has a sliding ~ 
scale formula which is set forth at the bottom of the page. I do not think it is © 
necessary for us to go into the details of these different formulae. The point is 
that they are widely different and that they do have a significant effect on the © 
income that is charged to a pensioner on account of the ownership of property 
which he uses as a home; and through that very fact, plus the fact that the — 
ceiling is a flat ceiling of $600 for all single people, that has an effect on the 
actual amount of pension which the individual pensioner may receive in the — 
different provinces. , 1M 


By Mr. MacInnis: 


Q. Is there any real property which is not taken into consideration when 
ascertaining the value of the real property?—-A. I have spoken about property — 
which is used as a home, and in that case, of course, all the property that is used — 
as a home is taken into account in the way I have mentioned. I perhaps should — 
add that in one letter from the province of Saskatchewan we were advised that — 
in cases of trailers or shacks, or even mud huts, where it was impossible to 
consider that they had any real shelter value—in those cases their individual — 
welfare workers had a discretion to recommend that this $60 valuation for a 
single person and $90 for a married couple be washed out, if the assessed value 
of the property were less than $500. But with that very narrow exception, so- 
far as I am aware, all other property used as a home is assessed for income 
purposes in the terms I have described. i 

‘ The reason is, of course, fairly obvious. It is an endeavour to equalize the 
position of people who own their own shelters with the position of other pensioners 
who perhaps are on the whole less fortunate, in that they have to rent accom- 
modation. | 

As to that part of your question which has reference to property not used as 
_a home, when there is property which is held by an applicant and which is not 
being used as a home by him, the pension authority endeavours to ascertain 
what the net income of that property really is. In other words, the pension 
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authority is expected to assess the revenue at the time which is derivable from 
_ that property as well as the actual expenses of maintaining that property and 
_ to charge the net amount as income against the maximum allowable income. 


’ By Mr. MaclInms: 
@. I believe in some countries, in ascertaining the income, real property in 
a home is not taken into consideration—A. That is true of Canada among 
other countries, in so far as the War Veterans Allowance Act is concerned. That 
is the kind of situation you are referring to. 


By Mr. Brown: . 

Q. Ifa person is thrifty and does provide for himself a rather comfortable 
but expensive home, he is penalized because of that as compared to the man who 
has nothing. Is that not correct?—-A. Even that is not necessarily true because 
I would direct your attention again to the wording of the regulation which 
states that the pension authorities shall consider as income an amount that is 
fairly equivalent to the amount that the pensioner might reasonably be expected 
to pay for rent. That does not say that he shall be charged the fair rental value 

of the property in which the pensioner is living. As a matter of fact, that fact 
is brought out very clearly in the procedure followed by Nova Scotia where, 
regardless of the value of the property in which the applicant happens to be 
living, the Nova Scotia authorities say: this pensioner because of his economic 
situation cannot fairly be expected to pay, if single, more than $5 a month 
for rent, and if married, then $10 per month rent, and that is the rental value 
of the shelter that we will charge against his income, even if he were living in a. 
much more comfortable home than you might ordinarily visualize. 


Mr. Croiu: We are not the only ones having trouble in understanding what 
that clause means, and it would seem that the provinces are having trouble 
too because they do not follow any uniform rule. Here is one which takes 
5 per cent less the encumbrances in the property, and here is another which 
takes 4 per cent including the encumbrances in the property. So where is there 
to be uniformity? 


a Mr. Know es: That is an impossible question to answer. 
The CuHariRMAN: How do you expect Dr. Davidson to answer it? 


By Mr. Croll: 


: Q. If the section is to mean anything, it ought to mean the same thing in 
one part of Canada as in another, because it affects us all—A. I am only point- 
ing out what the regulations say, and what they mean, and what the application 
of the regulations has been so far as the provinces are concerned. 

Q. Well, are they doing what you think it means?—A. They are placing 
what they consider to be the rental value which the pensioner should be fairly 
expected to pay on his accommodation. 


By Mr. Knowles: 


Q. In the information given here there is no direct reference to what the 
provinces have done about the regulation which says that the pension authority | 
may, in its discretion, take all or any part of the cost of maintaining such prop- 
erty? And when a province arrives at that 5 per cent figure, do they do so in 
computing that figure?—-A. They take that figure in lieu of having gone through 
the burdensome amount of detail which they find the regulation imposed upon 
them. Ontario tried to do it the other way first and found it was practically 
impossible to get figures kept by old age pensioners as to the amount of repairs 
on their property during the course of a year, the taxes, and the other items of 


vane FALL RO ae 
\ Se ee eas Fy be +. 
r ; ‘ AY Vga Be vi Sit inns Ay 
70 eas? JOINT COM MITTER 4a), 1 0 OO a 


an thats Sg , 

nditure. Therefore, they tried to work out a rule-of-thumb and they came 
tod ee. cent as a hee at which would make it simpler for them to apply — 
a formula which would be roughly equitable, having regard to the experience — 
they went through as a result of the more involved procedures which I have © 
described. That is what they did in Ontario. S i. 
Mr. Fuemina: Dr. Davidson, in the face of this almost infinite variety in — 
interpretation of this and other points in reference to means, the Dominion, 
although its contribution may be affected, does not undertake to intervene or — 
seek to eliminate these variations completely? ey 
The Wrrness: We try, as I say, Mr. Fleming, at the interprovincial board — 
meetings to get the provinces to find a common denominator, but we do not say ~ 
to the provinces, to take the simpler case of board and lodging, that we think 
that all the provinces should charge $125 a year for board and lodging as — 
Manitoba does, or that all the provinces should charge $360 a year as the Yukon § 
Territory does. We try to find out whether there is a greater degree of uni- 
formity that we can achieve among the provinces on this, but I must say that we — 
usually find that when the provinces come to the meetings they feel that they — 
have worked out the system that works best in their province and that they 
like their system better than the system of other provinces. Consequently they — 
usually wind up by going home, and deciding that, after all, the formula that — 
they have worked out, serves their province best, and they continue along that 
line. af 
Mr. Fuemine: Is the persuasion that the Dominion tries at those conferences _ 
with the provinces in the interest of uniformity? a 
The Wrirness: I would say, yes. In the very important question of the — 
pension year versus the calendar year you will find an illustration of that where — 
we have tried to get them to operate on a uniform basis. . i 


_ Mr. Fieminc: We have tried the same thing on those other points, too, — 
relating to ownership of real estate, personal property and board and lodging? — 
The Wrrness: I must say on the question of board and lodging, in terms — 

of my experience in the few interprovincial board meetings at which I have been — 
present, that question has not arisen. In terms of the second point relating to — 
the valuation to be placed on property, that was reviewed in 1946 and this was — 
the formula that was worked out as a uniform formula. Before that there was — 
a uniform five per cent across the board provided in the regulations but the 
result has been less uniformity than there was before. ; 


_ Mr. Brown: It amounts to about this that under our constitution pensions — 
are in the jurisdiction of the provincial authority so that when they make up — 
their minds as to what they want, we merely make a contribution to them, if we, — 
of course, consider that they are acting under the constitution. When they have — 
exercised their rights under the constitution we merely make the contribution — 
to them. With that juggled around we try to get some kind of uniformtiy 
throughout the provinces. Is that not about it? i 


The Wrrness: That is about it, Mr. Brown. If we say in a regulation that — 
an amount shall be charged which in the opinion of the provincial pension — 
authorities is a fair and reasonable amount, then, having given them that — 
discretion we can hardly go in and say, “we will not allow you to charge that — 
‘particular amount, you will have to charge more than that.” It may be argued — 
that it would be preferable to have the Dominion regulations stipulate exactly — 
how much shall be charged for room and board and how much shall be charged, — 
say a flat five per cent, for example, on property used as a home; and if the — 
federal authority had the sole right to make regulations and impose those — 
regulations willy nilly on the provinces the federal government might con-— 
eeivably do that. But as I pointed out this morning these regulations can only | 
be applied in the provinces under the Old Age Pensions Act, section 19 (2), if 
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fis 5 provinces agree that they. shall apply them, and that is what han us to 
“the point where we have to work with the provinces in the interprovincial board 
meetings and try to get agreement on a specific regulation and then try to see 
that that is applied in the provinces. | 

Mr. Laine: Would it be unfair to state that in this Act we have an Act 

initiated by the federal authority, sustained by them, but qualified by eyes 
interpretation of the regulations; is that an unfair statement? 

The Witness: I do not think it is unfair, Mr. Chairman, and some of the 

points that I have thought fit to bring in here are to illustrate the degree to which 

genuine discretion now rests with the provinces and the effects of that on the 
actual calculations themselves. 

_. Mr. Benipickson: On this question of uniformity I must confess that when 
‘we were interrupted by the division bell I was inclined to be rather critical 
of the federal administration for not insisting on more uniformity than was 

~ evidenced by, for instance, Chart “D”, but since then it has occurred to me that 
the result of any strong efforts on the part of the central government to insist 
on rigidity in these matters would probably mean that we would, for instance, 
find it easier to bring the standard allowance for board and shelter, we will say, 
in one of the lower rate provinces up to the ones that are higher, and I have just 
changed my views as to whether or not there should be too much uniformity. 
In other words, it may be to the advantage of the pensioner to have the inter- 
pretations rather competitive among the nine or ten units who decide on these 
things. 

Mr. Cro: Just one question. Can you say now, Dr. Davidson, if you know 

_of one aspect with respect to old age pensions that is uniform. 

The Witness: Yes. 
The CHAIRMAN: The age. 


The Wirnsss: There are certain aspects which are written into the regula- 
tions. 


Mr. Crouu: So far we have dealt with room and board, that is not uniform; - 
assessments, which is not uniform; and the amount of pension is not uniform. 
We have all these various aspects and I think all we can agree on is that the 
item of age is the only one which is uniform. Is that not correct? 


The Wrenegss: No. 
‘ The CuatrrMan: There is also the maximum amount of the pension. 
Mr. Crotu: That is not uniform either. 
Mr. Fuiemine: It is the interpretation of that. 
The CHARMAN: That is a limit of $40. 
The Witness: Might I interrupt for a moment? 
The CHAIRMAN: Yes. 
The Wrirness: If the committee wish to depart from a discussion of this 
i brief as we go along— 
Mr. Knowtes: I would like to ask another question. 
Mr. Crouu: Just one minute. Will you keep it in mind to answer that when 
we reach the appropriate section in our discussion of this brief? 
The Witness: Yes. 


By Mr. Ferrie: 
. Q. Don’t you think, Dr. Davidson, that the old age pensioner is suffering in 
some of the provinces on account of the inability of the provinces to finance the 


Dechenie?_A. Undoubtedly some provinces find it harder to finance their share 
than others. 
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Q. Why should that be?—A. The financial ability of the different otovinees 
to carry any great share of the old age pension load, whether it be 10 per bain: 
or 15 per cent or 50 per cent, differs from province to province. As an example of 
that we might take either Newfoundland or New Brunswick, where 70 per cent o 
the total population seventy and over is on old age pension, and with less favour- 
able economic resources they are obviously less well able to pay their share of | 
the cost of old age pensions than other more fortunately situated provinces like, — 
for example, Ontario and British Columbia, which because of their prosperity _ 
have a smaller percentage of pensioners on the rolls. ‘ 
The CuarrMAN: We will attend to that later. 
The Wirness: I would not be prepared to say—I have no idea—as to — 
whether or not that situation has to this date reflected itself in what Mr. Ferrie © 
has called suffering on the part of the old age pensioner. I would say it certainly © 
has strained or come near to straining the resources of certain provinces, such as — 
New Brunswick and Newfoundland, to a point where they certainly have seas 
difficulty than other provinces in carrying their percentage load. . 
Mr. Crotu: On page 11 you say exactly what Mr. Ferrie is talking about. 
It seems difficult to escape the conclusion that the reason for the — 
smaller proportion of full pensioners in these provinces is attributable to | 
the differences in the manner in which pension authorities in these — 
provinces apply the general means-testing procedures laid, down in the ~ 
federal act and regulations. , 


The CHatRMAN: Well, gentlemen, I wish the committee would proceed in 
order. We are not on page 11. It is very difficult to follow a given order, but — 
I would appreciate it very much if the members would confine their questions — 
and remarks to the particular subject under discussion. JI am sorry to inter- 
rupt but I feel that I should insist on the rule being observed. | 

Mr. Knowuss: I would like to ask a question with respect to this real | 
property section, if that is in order. a 

The CHAIRMAN: Yes. “a 

Mr. Know.es: A pensioner having a sum of cash is permitted to deduct — 
$250 if he is a single pensioner and $500 in the case of married pensioners— . 

Mr. Crouu: That is not property. I object to his answering that question. — 
That is on page 17. " 

The Cuarrman: I think your questions should be confined to real ppoperta a 
in its relation to the old age pensioner. a 


- By Mr. Knowles: 

Q. I wanted to ask Dr. Davidson—lI could have had it answered by now 
for a comparison between the position of a pensioner having cash and a pen-— 
sioner having real property with respect to the $250 or $500. I can ask it this © 
way if it suits you better. Does a person having real property have the 
privilege of deducting something in the nature of $250 for a single person or $500 — 
for a married couple from the value of the property?——-A. The -answer to that 
is “no,” for the simple reason that even when $4,000 in real property is treated — 
in this income calculation without any deduction on the basis I have described 
the result is uniformly more favourable to the pensioner than the $4,000 in cash, . 
even having deducted the $250 or $500, as the case may be. 

Q. As a matter of fact, I took my cue from the question asked by Mr. 
Brown a few moments ago. It seems to me there are many cases where a person 
actually suffers by ownership of a home. The person owning a home can 
very easily be in the position of already having $120 of other income, which | 
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ings | it down to the $480; then, if in addition to that, he owns a home, 
presto there is $60 or $90 or $120 cut off his pension; and that same person 


who owns that same real property has to pay taxes on that property, which 


may be another $60, or $90 or $120; so that before you know it the person 


owning his own home is at a disadv antage compared to a person who does not 


own 2 home, to the extent of $25 or $30 a month when you add the upkeep, yes; 
but it still seems to me that what Mr. Brown says could be substantiated. Mr. 
Brown says the person who is thrifty enough to get to own his own home is at 
a disadvantage. The fact is that pensioners in my part of the country like to 
sell their homes and take the cash and go to British Columbia. They seem to 
fare better that way than by keeping up the home, paying taxes and fuel bills. 

In other words, I am not’ exactly challenging, but I would like to have an 
expansion of your contention that the person who has a home is better off 
than the person with a corresponding amount of cash. It seems to me to be 
the other way around and you actually penalize the home owner.—A. The 
reason for the comparison is this: take two people, one who has $4,000 worth 
of property— 

Q. Yes?—A. —and one has $4,000 cash. If you work out these calculations 
and for this purpose you may take any province and its methods of cal- 
culating the value of the property for income purposes—I think you will find 
without exception that the income deduction in the case of the home owner is 
much less than the income deduction for the person with the $4,000 in cash. 

Q. Just as a quick rule of thumb, $4,000 in the case of the cash would be 


— $3,500 when you computed it—just roughly; taking 10 per cent of it would 


in turn be $350 a year or approximately $30 a month. The $4,000 home owner 
in the first place does not get the $500 deduction. His home may be com- 
puted for this purpose as being worth $200 a year and then he has to pay the 
taxes and upkeep on top of that. My point is you have to add the costs of 
upkeep and the amount of deduction the man suffers to get a comparison 


between the two people and by the time the man who owns his home suffers 


a deduction from his pension by virtue of home ownership, and then out of 


_ that reduced pension pays the taxes, fuel, upkeep, insurance, and all the rest, 


then he is not so well off. ) 
Mr. MacInnis: You have got to take into consideration the rent that the 


_other man has to pay. 


f 


Mr. KNow.es: Yes, but these things are greater than the amount the 
retired pensioner can get by on. 


The Witness: I would not like to try to change your opinion— 
Mr. Crotu. No one else ever has. 


The Witness: —but I would still say that my opinion for whatever it-is 
worth and it may be nothing, is that on the whole the home owner is charged 


jess because of his assets, and he is in a better net position than the person 


with the liquid assets for the very obvious reason, that, in the case of the 
person with liquid assets, the annuity value assumes the eating up of. that 
asset as the pensioner goes along but, in the other case, it is not so. 

The CuatmrMan: I might draw your attention to page 17 where you will 
get the annuity values. 

Mr. Knowugs: I know all about that, but may I ask Dr. Davidson if 
he would make a few sample comparisons and bring them along later. I have 
just one other question I would like to ask with respect to real property. I am 


_ staying here, even though you have jumped to page 17. Has the interprovincial 


a 


committee ever discussed the possibility of removing home ownership from the 
means test provision of the Act. 
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The Wirnnss: I would have to check the Fae a tide board. meetings 3 
before I could give an answer to the question. -I do not recall actually wheth ther 
they have discussed that proposition. ae 
Mr. Fieminc: I would like to ask just one qaesien of Dr. Davidson i 
When he made the statement regarding the more favourable position of the 
home owner as compared with the owner of liquid assets was ino general 
statement applying to all provinces? Sn 
Mr. Crouu: He said that. 3 
The Witness: Yes. g 
Mr. Brown: What would be the position of a home owner having a 
property asset of $3,000 in an urban centre as compared with one who has a home — 
assessed for say $2,000 or the equivalent assessment in a rural area where the 
taxes are very low? ue 
Mr. Knowtes: The city man loses both ways. a 


The Wirness: Again, it varies with the province. In some provinces they | 
would take 5 per cent a the assessed value less encumbrances of those two 
properties and if the rural assessment is lower than the urban assessment, 
then, obviously, the amount of income that is going to be assessed against 
the pensioner who owns the rural home is going to be less than the amount of - 


income assessed against the pensioner who owns the urban. home. i 


Mr. Know es: The urban man suffers the lesser deduction and pays the 
lesser taxes? 


The Witngss: Yes, but I would point out there is nothing in the regulation’ i 
as now drafted which requires the province to use that uniform percentage — 
means of assessing income. A province can do. as Nova Scotia does, and simply _ 
say that in the case of old age pensioners generally they do abe think it is — 
reasonable to expect that those who own their own homes should be assessed — 
more than $5 single and $10 married. In Nova Scotia and Newfoundland they — 
apply that formula right across the board, regardless of the value of the property — 
and regardless of where the property is ray ee eet or urban. , ; 

Mr. Brown: The imposition of the means test and what we are now talking 
about should induce a greater population of elderly people in the rural areas. — 
In other words we are going to deplete the cities of elderly people. a 

The CuatrMAN: Well Mr. Fleming? 4 


By Mr. Fleming: ; . 

Q. This may be an extreme case, but if an individual province décidedan 
that it did not like the system of dchinne against income, against permissible | 
come and home ownership, and just said: “From now on we are going to take 
that in at $1,’ would the dominion stand by and accept that?—A. I would have 
to wait until a province came forward and proposed to do that. I could not 
_ answer that question. 


~The Cuarrman: It would be a question of policy. 


By Mr. Fleming: 

Q. I do not know. It is a little difficult to find where the dividing ave 18. v 

I agree ‘that this is a general discussion. The dominion says: “We make the 
regulations, but we are not going to interpret them; and we allow the provinces. 
the utmost latitude in interpretation.” Let us suppose that a province should. 
rise in wrath against the means test and should say, “If the dominion won't | 
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t, we are going to peeeerand it by this eat teke 
ink if 1 they we ent to t 1e extreme which you suggest, we would ae ; 
, des it as a matter of policy and get direction on it. I can ie ae 
: at in the case of Nova Scotia and Newfoundland they have at ae ef 

gone to the ee of saying, “We shall apply a flat assessment of $60 in the Rs 
single person living i in his own home, and $120 in the case of a married x3 ie 
.’ and we have accepted it. There is no question about it. vate: ar i 
The CuarrMan: Well, it is now 6 0 ‘clock. “Tomorrow we shail gO on with Rese 
PDavideen at 4 p.m. — 3 Nhs cote a ox ay 


Te committee adjourned to meet again tomorrow, April 19, at 4 pan, | 
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ORDER OF REFERENCE 
Houser or CoMmMons 


Wepnespay, April 19, 1950. 


Ordered,—_That the name of Mr. Cannon be substituted for that « 
Mr. Gingues on the said Committee. 
Attest. 


LEON J. RAYMOND, 
Clerk of the House. 
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Phe uae Pi imitse of the Senate and House of Commons on Old Age i rie rs 


OC as Sie at 4.00 a Mr. Lesage, Joint Chairman, presided. Fens : 
‘\ bee , a, 4 4 vi 
a ty ! _ PRESENT: en 
ye he Senate: ‘Honourable Arai, Hurtubise. | ape rae 
The House of Commons: Messrs. Ashbourne, anid ttson Beyerstein, Blair, yi 


Giese West), anon eects Croll, Ferrie, Fleming, Homuth, Knowles, ae 


_ In attendance: Dr. G. Ep Davidson, Deputy inter of Welfare, and «! v 73 
tr, J. ae MacFarlane, Director of Old Age Pensions. eae: 


r. Davidson was “recalled pad further examined, assisted by ‘Mr. PAL Sena 


At B 35 p.m., Members of the House of Commons were called in the House 
a division, and the Committee adjourned until Thursday, April 20, at = 


R. ARSENAULT, Tie 
ae Clerk of the Committee. 
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House or Commons, April 19, 1950. 


The Joint ata! Committee of the Senate and the House of Commons on 
0 ld ee Security met this day at 4 p.m. Mr. J. Lesage, Joint Chairman, presided. 

"The Cuammay: Order, gentlemen. 

Mr. Ferre: Mr. Chairman, before you go on I would like to ask a question. 
Is it possible for us to have yesterday’s report of the proceedings of this com- 
mittee in here today as we do Hansard? Could we not have the same service 
as Hansard? . 
The CuHarirmMAn: No, we cannot. Priority has been given the printing of 
ou reports. They are to follow immediately after Hansard has been completed. 
ak might say that yesterday’s proceedings went down to the printing bureau 
th lis morning. 

wy _ Mr. Ferrie: Why not yesterday? It is no use to have the proceedings unless 
we have them before us now. We should have them before us so we can ay 
tt he evidence. 
_ Mr. Crori: I do not know any purpose in getting the report immediately. 

That is done is done, and what was done yesterday is finished; now lets get on. 


_ Mr. Kyowtes: If we had the report before us we would only be going over 
i al over again. 


_ Mr. Brown: No other committee gets it that way. 


_ The Cuatrman: No. I have asked Mr. Cloutier, the King’s Printer, per- 
sonally, to have the reports available for us as soon as possible because of their 
value to the public, particularly those people who are to appear before us. 
[ can only tell the committee that he has promised us the fullest co-operation in 
the matter. 

d We were at page 10 of Dr. einen report and I think we had just 
inished with the rental problem. Will you continue Dr. Davidson. 

i 

4 


4 me G F. Davidson, Deputy Minister of Welfare, recalled: 


7 
ey 
; 3 


The WItNEss: We were on the rental problem. 
The CHaIRMAN: Yes, we were on the second paragraph. 


- The Witness: Mr. Chairman, before we go into the rest of the text perhaps 
[ m Eecht be permitted to draw the attention of members of the committee to this 
shart which has been distributed. It is simply a graphic presentation of the 
data shown in table form in chart “A” of the memorandum now before you, 
erne the value of maximum pension payable and maximum income allowable 
rom time to time in relation to changes in the cost-of-living index, since 1927. 
_ Mr. Knows: This is dollars per month? 

¥ The Witness: No, the side is dollars per month. 

. Mr. Knows: I am a little puzzled when I compare these figures given 
in the chart with those on chart “A”. If you will look at the right-hand column, 
Be figure opposite 1950 is $443.80 and the figure opposite 1933 is $463.59; 
arly the figure for 1950 is below that of 1933 while on the chart the figures 
(or 1950 are shown as being above those of 1933. 
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The Wrerness: Mr. Chairman, it occurs to me that if might be better to 
withdraw this chart completely rather than to delay the committee by getting 
into a discussion as to its accuracy. It was really intended to present to you in 
graphic form the same information as is contained in chart “A” in the memo- 
randum. It certainly was not intended to convey any different impression. _ 

Mr. Croiu: All right. | 

Mr. Fiemince: What purpose is it intended to serve? | q 

The Wrrness: A graphic portrayal of the same information as was con- 
tained: in chart ‘‘A” in the text. 

‘Mr. Fiemine: That is pretty clear. 

The Cuarmman: All right; the graph will be withdrawn. 

The Witness: I think, Mr. Chairman, we have practically completed our 
discussion of income from real property used as a home. Should we then go on 
to the middle of page 10 which simply mentions, without going into detail, 
another area in which this same variability as between the provinces exists; 
that is in relation to the valuations placed upon income derived from board: 
_ and lodging paid to a pensioner who may be renting rooms or providing board 

and lodging as an operator of a rooming house. The differences there are 
differences of detail. They are somewhat involved and I therefore hesitated 
to put them into this memorandum since they serve only to emphasize again 
the general point that has been made in the preceding sections in relation to 
this question of assessing certain types of income. . 

Having mentioned that, probably I should go on to the end of the page, 
and to the table which follows on the next page. : a 


By Mr. Fleming: 


Q. Dr. Davidson, I do not want to repeat anything that was said yesterday 
and if you already covered the point I am about to mention I will just leave 
it there. I just want to speak in relation to the last sentence of that paragraph 
in which you say that a certain amount of flexibility of this kind is not only 
desirable but necessary. It may be only for the purpose of emphasis, but you 
have not cleared in my mind the full impact of that statement. Is there 
anything else you have to add to what you said yesterday in respect to what 
you say there in regard to the desirability of flexibility as between the different 
provinces or areas of the country?—A. I do not think so, Mr. Fleming, except 
that perhaps I should add in connection with what I said yesterday, that this 
refers to a plan which is operated as a joint dominion-provincial scheme, under 
joint responsibility. 

Mr. Laine: And it is qualified thereby? 

The Witness: Yes. 


By Mr, Fleming: a 

Q. Suppose you had same change in the fundamental basis of the system, 

are you still prepared to argue for this principle of desirability of flexibility? 
—A. That I think poses an entirely different set of questions, and I endeavoured 
to make that point clear in the record yesterday. a 

—Q. Shall we have an opportunity some time of getting a statement from 

you as to the operation of any other system; as to how it will bear on this 
question of variation in different parts of the country? q 

The CHarrMAN: When we study the other systems, of course. 


Mr. Fiemine: I would think it would be shorter if we had it now 
Chairman. ; 
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The CuHatrMan: We will surely have an opportunity of discussing it with 
Di r. Davidson and Mr. Willard, the Director of Research, after we have looked 
over the systems in use in other countries. 
Mr. Fiemine: I do not want to press the point. Perhaps at some other 
“time Dr. Davidson will reach some point as he goes on which will afford him 
an opportunity of dealing with that question. I think it is very important. 
| The CHairRMAN: We would have to decide in the steering committee what 
we are going to do about that, as well as other matters. We are now trying to go 
along and finish the program as it was set up by the steering committee. 

Mr. Know.ss: I take it, Mr. Chairman, that what we are doing now is 

looking at what is. 


7 i CHAIRMAN: Yes, that is correct. 
, ™ r. Knowtes: Both here and in other places. 
a8 CHAIRMAN: Yes. 2 


q _ Mr. Know es: And when the time comes when we have finished with our 
survey of that material we will have an opportunity of discussing everything 
involved with Dr. Davidson? 


The CuatrMan: Of course, and the steering committee will meet to decide 

that. We have set up a eeneral program for the balance of the session, and 
then we have set up a specific program for the coming two weeks. After that 
the steering committee will meet to decide what will be the program for us to 

‘proceed with after our present two weeks’ program has been dealt with. If we 
decide to go on and study any other program we will surely have an oppor- 
_tunity of having Dr. Davidson before us to give his advice and opinions on the 
various matters which will come up. 


x 
‘ The Wirness: I think, Mr. Chairman, we could meet Mr. Fleming’s point 


if in the latter stage of the committee’ s work we were to deal with this question 
: regional differentials as against flat amounts across the board; but I think I 


4 


should point out, as I think I suggested yesterday, that this question of flat 

ate versus regional differentials is really for the committee to decide in its own 
ud, having weighed the pros and cons. Am I wrong in that? 

The Cuatrman: No, you are right. 

5, Mr. Fiemine: Those are the two approaches I want cleared up—you can 

ave the two approaches in this same underlying system of dominion-provincial 
participation. I wonder if there is some alternative underlying general principle 
a system to which these two approaches also can be related. That is all. I 
é have made my point. We can come back to that. 
; The Witness: The only point I am trying to make is that I doubt whether it 
is advisable for me to express a personal opinion as to which I think is desirable. 


Mr. Fiemine: I am not_.asking your opinion on matters of policy. 

The Wirness: I think that is for the committee to decide. 

Mr. Fiemine: Just give us evidence on that which will bear on our opinion 
to which would be the proper course. 


Pa The Wirness: Might I then direct the attention of the committee to chart 
} “E”, which shows, as a result of all these minor variations which lie within 
provincial administration, the net result in terms of the average pension paid 
2 om time to time in the Gurterens provinces. Guin ist). & variation, as the 


i 


Bist, 1949, of 29-19, based on a maximum pension of $30, to a high of $39.68 
i the Northwest Territories based on a maximum of $40. And as I point out 
In the text of the document, if you eliminate Newfoundland from the group, 
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u eliminate the Northwest Territories at the other extreme because o é 
aM fede small number of pensions in the Northwest Territories, you w Me 
find that as far as the provinces generally are concerned, those ea etl ee 
in the scheme for some time, the range 1s a very narrow one, [ro ow in 
oe Ravard Island of $34.46 to a high in Manitoba of $38.86. I think it 
does indicate not only that the average of pensions paid in all the provinces | 
clusters fairly closely around a common amount but also that the average — 
pensions paid in all the provinces are surprisingly close to each other and to the © 
- maximum view of all the variabilities we have discussed. 

When these averages are viewed against the background of the provincial — 
variations I have described the indications are, first of all, that these variations — 
at the provincial level cancel one another out; and also it is clearly shown by | 
these figures and by the chart following on page 11 that the bulk of pensioners — 
have resources insufficient, to affect their entitlement to full pension. q 

Mr. Crouu: I see what you mean. May I ask you one question arising out 
of this? This chart indicates to me one more thing and I wondered if it indicated 
the same thing to you, that in all of what I call the poorer provinces—defined as 
having the average lower than it is in the richer provinces— 


The Wirness: By the poorer provinces you would mean perhaps the 
maritime provinces? Ae 

Mr. Cro: Yes, that is what I mean. 4 

Mr. Know es: The maritimes should be in a group by themselves as distinct — 
from the other six provinces, because if you take’ the provinces from Quebec 
through to British Columbia the variation is greater; the lowest in British ~ 
Columbia is 37-26 and the highest is in Manitoba, 38-30; all the others are in 
between. Then, you take the three maritime provinces—forgetting Newfoundland — 
for the moment—and they are the lower figures; they are the people who are the 
poorest. 4 


By Mr. Croll: 


~ @. We are just helping one another here. Let me carry you back to 
chart C, for a minute. If you look at chart C you will note that the largest 
increases in the percentage of population over seventy are also in the three 
maritime provinces. What observation could you make which would be helpful 
to us in respect of relating these charts—and I do want to put. in chart F, 
because I think it has a direct bearing. Chart F bears out my contention or 
indicates that in New Brunswick and the maritime provinces recoveries from 
estates are very small—almost nil. Would you care to make some observation 
which would be helpful to us with respect to that general picture?—A. I think, 
Mr. Chairman, that the only observation I could make—other than the fact 
that these tables do tie up in the manner you have suggested—would be to 
refer to what you pointed out yesterday at the bottom of page 11 and the top | 
of page 12, where I say “It seems difficult to escape the conclusion that the 
reason for the smaller proportion of full pensioners. in these provinces is 
attributable to the differences in the manner in which pension authorities in 
these provinces apply the general means-testing procedures laid down in the 
federal Act and regulations”. ¥ 

Certainly there is nothing to be found in the evidence given in chart F on 
recoveries from estates to suggest pensioners in the maritime provinces have 
larger estates than elsewhere. That, in fact, is shown to be otherwise from the 
records of collections from the estates, if the figures can be taken as an indica- 
tion. There is also evidence in chart C to which Mr. Croll refers that the 
percentage of pensioners to the population over seventy is considerably higher 
in the maritime provinces than elsewhere. ee 
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> RO “Would you carry it Am one step further and take a look at page 11 and 
the chart there? You will note the percentage of old age pensioners receiving 
the maximum pension is very low in Prince Edward Island—38 per cent; 
Nova Scotia has a figure of 34-2 per cent; New Brunswick has a figure of 
46-7 per cent. All the rest of them are above 80 per cent— 


Be Mr. Knowtss: Above 70 per cent. 
Br By Mr. Croll: 
j QQ. Yes, 70 per cent—with an average of 75 per cent?—A. In that connec- 
tion, without altering your argument at all, I would point out that we should 
perhaps be a little more cautious than usual w ith this tabulation on page 11 
_ because it dates back to September of 1949. We made an actual case count in 
Nova Scotia—where we had reason to believe the figure for full pensioners in 
"pay as of September 1949 was abnormally low. As the footnote shows, Nova 
Scotia by the end of September 1949 had not completed its adjustment of all 
pensions as a result of the increase to $40 in 1949, and the figure for Nova Scotia 
-as of March 1949 shows 46-5 per cent of pensioners on full pension. 
* Q. Suppose we make it 50 per cent; it is still lower than the other provinces? 
A. I am not denying that, but I think it should be put on the record. 
a Q. Yes, but in the light of all these charts you have presented to us, is 
that the only observation you think would be a fitting one—the one that you 
have read into the record from the bottom of page 11—is that the only comment 
statement I made 
esterday in reply to Mr. Ferrie’s question, which, I Shiale is the point you 
“are aiming at—there do seem to be indications here of the effect of an 
abnormally heavy burden on some provinces which are economically less well 
situated than others. It is perhaps— 


i _ Mr. Homurnu: Is there no official guidance given— 
: The CHAIRMAN: I am sorry, Mr. Homuth— 
h 


Mr. Crotu: I am getting an answer to my question now. 
Mr. Homutxu: Well— 


iy The Cuarrman: Mr. Homuth, would you please wait one minute? It was 

arranged that each member would have his turn at questioning. Mr. Croll was 
questioning Dr. Davidson and— 

a Mr. Homutu: I am just trying to clarify this. 

‘The Cuareman: It is possible to do that afterwards. 

* Mr. Homurtu: I was trying to clarify what Mr. Croll was asking. : 


The Cuarrman: We arranged the procedure yesterday and I wish to adhere 
to) the system. I do not intend that we should go on. 


— Mr. Homuru: Never mind any of that stuff here—what I say is this— 
<.- 
a. The CuairMAN: Please find out when your turn comes. 


ee’ 
x Mr. Homutn: Is there no guidance from Ottawa as to how the means test 
* manoeuvred in the various provinces? 


_ The Cuatrman: We went over all that yesterday—carry on Doctor. 
. Mr. Homutn: Do not think that you are running this— 


--' The Cuarrman: I am not. running it, but I am here to keep order and I 
intend to keep order. Order, please. 


: Mr. Homutu: Well— 
f b Mr. Brown: I think the chairman has the support of the committee. 
~ Mr. Homurt: He naturally would with all these Liberals on it. 
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The Wirness: I do not know whether I heard Mr. Croll. say that I had 
answered his question. 1 ee 4 


By Mr. Croll: f 

Q. I do not think you finished——A. The point I made yesterday, and the ~ 
point I make again in relation to these figures is one which I think is clear to the | 
members. In some provinces like the maritime provinces you have a situation — 
where you know as fact number one that the province is less well off economically ; 
than other provinces; you know as fact number two from chart C that their — 
burden in terms of numbers of pensioners in relation to the total population of © 
70 and over is higher than other provinces which are better situated. Therefore — 
you have every reason to infer from that that the financial burden of those 
provinces in carrying their 25% share of a flat pension rate across the board is — 
heavier than in other provinces such as British Columbia and Ontario. q 

I do not think it is safe to go beyond that in saying whether or not provinces - 
are absorbing that strain in their over-all financial budgets or whether they are 
reflecting the strain in more severe means-testing procedure in respect of 
individual pensioners. To that I would only add the comment I have already 
read from my document at the bottom of page 11 and the top of page 12. 

Q. May I just add, in substantiation of that argument that the proof is in © 
chart F, where it shows that when old page pensioners die there is just not enough ~ 
left of their estates——A. I have already referred to that. 3 

Mr. SmitrH: May I just follow the point made by Mr. Croll. I happen to — 
be from Nova Scotia and I may be able to help. I would point out that Nova 3 
Scotia is one of the oldest provinces and there are a great many old, old, homes ~ 
which have been handed down for many, many generations. The people who : 
are drawing pensions, in a great many cases, are likely to be living in those old © 
homes. Therefore, they have some of the pensions taken off because of the © 
shelter. Secondly, their sons grow up to be fishermen or small farmers and they — 
live with the. parents. As the parents become older the sons and daughters are ~ 
providing the food and shelter. I think that is an important factor in the — 
administration of the means test in relation to the amount of money that the — 
Nova Scotia government wants to spend on old age pensions. 4 

The Cuarrman: I would like to give the floor to Mr. Homuth now. ; 

Mr. Homutu: You let the Nova Scotia man say what he wanted without — 
any interruption. | 3 

The Cuarrman: If you want the floor now, Mr. Homuth, it is yours. 

Mr. Homutu: Doctor, I wanted to ask you where there is a difference in the — 
administration of the means test as between provinces, is there not any guidance — 
from Ottawa as to how the administration should be carried out? ; 

The Wirngss: Yes, sir. : 

Mr. Brown: We covered all that very fully yesterday. ; 


The Cuamman: Mr. Homuth, may I point out that we discussed that point — 
for three hours yesterday. | 


a ew ee eee re 


By Mr. Homuth;: 

Q. I know, but what I am getting at is this. The money that you get back 

as a result of your means test—does that go to the provincial government?—A. It 
does not come back because it is not paid out. . 
@. You are correct, but when a person dies and there is an estate, does that 
come back to the federal government or the provincial?—-A. It comes back ta 
the federal government and to the provincial government both, in the proportion 
to which they contribute. 4 
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= .Q. 5 So that you do not definitely say yet “You must do this,’ to the 
provincial administration?—A. We say definitely, in our regulations—which 
E are drawn up as I explained yesterday on the basis of interprovincial board 
-meetings—that there are certain principles which must be followed. As to the 
Biictailed way in which those principles are applied in each province there is, as 
q already indicated in the report, a certain amount of variation. When you come 
to the case which you have mentioned—which we have not come to yet— 
- recoveries of estates of deceased pensioners, I think you will get a complete 
illustration of the point. There are certain general principles laid down by the 
_ federal government and certain ways in which the provinces elect to apply those 

p principles. 

; Q. There are es CR aaa Yes, sir. 
_ By Mr. Laing: 

 Q. I wonder if Dr. Davidson would care to comment on the words “in 

outlook” on page 10?—A. It is difficult, in a document of this kind to avail P 

little editorializing, and I am afraid I have been guilty of it with respect to that 
4 phrase. I would say to Mr. Laing that if he had the opportunity to meet the 
various provincial administrative authorities he would, I think, recognize what 
y J mean by that; there is a difference of outlook on the part of administrative 
si authorities in the different provinces. 
Q. Does not that explain some of the matters we have been discussing?— 
; RA. I think it contributes to them, yes. I might add one other bit of evidence, 
_ which, in this case, applies to the province of Nova Scotia. There is another 
factor which undoubtedly affects this situation we are discussing and that is the 
- general community level of living. I point out, for example, that in the Nova 
Scotia annual report of old age pensions for 1948, on page 12, there is a table 
showing under the heading “Material Living Conditions”: (a) average (for 
ty) 2,327 pensioners; (b) above average (for community) 194; (c) 
below average ‘(for community) 998. Total, 3,519. 


zh These figures relate to new pensioners admitted to the rolls for the first 
time in the fiscal year ending November 30, 1948. 
< I think you will get there another indication as to one of the intangible 


e factors that enters into the administration _of pensions as between various 
_ provinces. 


i By Mr. Knowles: 
_ Q. If it were not for the differences we have noted in Loeanan and financial 
_ capacity of the various provincial governments, would it be fair to say that you 
~ would expect in provinces where people are economically poorer. that the means 
~ test would result in their getting higher pensions?—A. I would say yes, sir, 
unless you take into account the factors such as I have mentioned here, the 
ee ationship of the level of living of the pensioner group to the average level of 
living of the community itself. 

The Cuarrman: A greater number of pensioners but not necessarily a greater 
- amount of pensions. 
3 Mr. Know tes: All that it does is to underline the effect of the differences in - 
outlook of the federal and the provincial governments with respect to poverty 
4 a nd the old age pensioners themselves. They are the ones who suffer. 
<. Mr. Brenipickson: There are very. specific differences in the regulations. 
‘or example, there is the wide difference with respect to the allowance for shelter 
and board. That made a difference, as between Manitoba and Ontario, of 
; eis se per month on that one method of calculation. 


Mr. Knowtes: You cannot blame poverty in Ontario for that. 
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By Mr. Benidickson: Te a See he ae 

Q. No. This regulation does not standardize. As I pointed out yesterday, — 

insistence upon standardization might not be helpful—a. I think that if the — 

committee wishes it, we could produce a more up-to-date table to replace that — 

table on page 11. It is a fairly significant table and I think perhaps we could 

get more up-to-date figures for the committee. . 
The CuHarrmMan: That would be convenient. 


The Witness: We now turn to the question of “Recoveries from Estates © 
of Deceased Pensioners’, and the section which deals with this question points — 
out, first of all, the basic federal law and policy on this matter; secondly, the — 
way in which that basic policy and law is applied with variations in the provinces. 

There are three points to be taken into account. One is that the federal © 
Act provides that there shall be included in each agreement drawn up with ~ 
a province an undertaking on the part of the province to give the necessary — 
power to its pension authority to recover, in certain circumstances, pension 
payments from the estate of a deceased pensioner. And the province, having — 
given that undertaking, has to act in such a way as to endow its pension © 
authority with the right to recover from the estate. They usually proceed — 
either by including a specific section in their Act, or else covering it in a — 
regulation passed under their Act. | j 

In the light of that background, the federal Act goes on to specify certain — 
circumstances under which the claim for recovery shall not be made; and there ~ 
are two sets of circumstances under which the federal Act requires the provincial — 
pension authority to undertake that it won’t recover from the estate of the © 


deceased pensioner: s 


First of all, if the estate of the deceased pensioner passes by will or upon — 
intestacy to another pensioner, whether that pensioner be a wife or husband — 
of the deceased pensioner, or any other person on old age pensien; in those © 
circumstances no claim is made against the estate. y 

Secondly, if the estate—and here, I think, I should use the exact words of © 
the legislation— a 

...1f the estate passes by will or on an intestacy to any person who has, — 
since the grant of pension to the deceased or for the last three years — 
during which such pension has continued to be paid, regularly contributed — 
to the support of the pensioner by the payment of money or otherwise — 
to an extent which, having regard to the means of the person so having | 
contributed, is considered by the pension authority to be reasonable. | 


4 
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Perhaps the committee would permit me to read the actual text of the 
next paragraph: 
These are important provisions, the full significance of which has 

not generally been understood. If a man and his wife are both on — 
pension, no claim is permitted against the estate of either one until the 
death of both, and then the claim is limited to the pension payments. 
made in respect to the spouse who is the last to die. If a man is on 
pension, with a younger wife who is not on pension/or children or other 
persons who have taken care of him or contributed to his support to a 
reasonable extent and for a reasonable period of time prior to his 
death, the estate of the pensioner is likewise exempt from any claim of 
any kind under the federal law and the agreements with the provinces. 
The full discretion as to the determination of the meaning of “reasonable 
support” is left with the provincial pension authority, except that the 
federal law clearly specifies that the support given may be “by the pay- 
ment of money or otherwise”. In other words, a wife or daughter who 


’ 
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“has kept house for an aged pénsioner. can be considered to have 
Tete te to his support just as if contribution in money had pee 
pai 


May I go on to add a third item to this list of circumstances under which, 
* the federal point of view, no claim against the estate need be made. I 
4 make the distinction here that in the first two examples which I cited the federal 
law in effect forbids a claim to be made against the estate. But this third 
_ provision is contained only in the agreement made with the provinces whereby 
the federal government offers to waive its share of a claim against any estate 
3 of a deceased pensioner which is less than $2,000 in value, or the first $2,000 of 
any estate on condition that the provincial pension authority, in its discretion, 
decides that the claim should be waived, and on condition that the provincial 
authority waives its 25 per cent of the claim. 
_ This provision includes two groups. First of all there is Eig first $2,000 of 
any estate; and secondly, estates under $2,000 in value. But this is something 
ae is a matter of discretion with the provincial pension authority; and what 
_ the province in its a agreement undertakes to do is to endue its pension authority 
a with the discretion to decide in which cases it will decide to waive these claims, 
and in which cases it will not. 


‘ By Mr. Homuth- 

2 Q. Do all the provinces do this?—-A. No, they do not. 

é Q. Well, can you give me some of the provinces which do not?—A. I could, 

e if the committee wishes me to do so, but I am very anxious not to make any 
unfavourable comparisons between provinces. 

. Q. But you say there are some provinces which do not?—A. That is 

5 correct. 

—  Q. All right—A. And it is stated in the next paragraph, if I might, Hadbene 
0 on: 

aq It is not surprising, in the light of these provisions, that despite wide- 

spread fears and misconceptions on the part of pensioners generally as to 

og the probability of claims being made against their estates, the number 
) a of claims actually lodged, and the amounts recovered from the estates 

ae 

De 


of deceased pensioners are very small. 


39h Then I refer the committee to chart F which is self-explanatory, and which, 
a think, is a direct answer to Mr. Homuth, with respect to one of the questions 
he raised in his list on April 3. 
‘Chart F shows the dollar amount collected from the different estates in 
the different provinces from the year 1941-42 down to and including the year 
-1948- 49. And that relates, in turn, to the table shown on page 13 where I have 
_ stated in percentage terms, the relationship between the amounts recovered 
from the estates, and the total pension payments made in a given year. 
ny 
& By Mr. MacInnis: 
Wi Q. Are there any provinces where the pension authority insists upon a lien 
Pang placed upon the property before the pension is granted?—A. That comes 
% ) on page 14 and will be my next point. 


é 


i By Mr. Knowles: 

‘ae Q. Before you get away from this $2,000 item, let me me say that I am 
Be. the provision is there. I remember very well when it was first made 
"because I had something to do with the asking for it. It was made, as I recall 
t, by Mr. Ilsley who was then the Minister of Finance writing letters to the 
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various provinces and telling the provinces that the federal government had- 
come to the conclusion that this was to be done. And it was most welcome. 
And I remember at the time wondering how it was that the federal govern- - 
ment could arrive at that figure, because the Act said then, and it still says, | 
that an agreement made pursuant to section 3 of this Act shall include an under-_ 
taking by the province that the pension authority will be authorized to recover 
out of the estate of any deceased pensioner, as a debt due by the pensioner, the 
sum of the pensions paid, and so on. 4 
There is nothing in that section of the Act which would seem to give to — 
either the federal or the provincial government the right to waive that claim. 
And the question which arose in my mind, when Mr. Isley wrote those letters 
to the provinces, was that if the governement had the right to waive part of it, 
surely they had the right to waive all of it, or to waive a greater amount than — 
$2,000. . 
I would contend that there should not be any attachment to property at 
all, and my point is this: that property values have gone up considerably since - 
that $2,000 figure was arrived at, let us say in 1943 or 1944. Which year was it? 
—A. 1944, I think. pags 
Q. I wonder if any thought has been given to raising that figure to a- 
higher amount consonant with the increased values in homes?—A. I think I can _ 
only answer your question by saying that under this Act, as amended in 1947, j 
the section to which you refer, Mr. Knowles, was amended in some respects so ~ 
that the wording is not the same as it was when Mr. Ilsley originally wrote his — 
letters to the provinces. — 
At the time the amendment was made in 1947 we then proceeded to 
negotiate new agreements with the provinces and at that time we put into our 
legal agreement with the provinces this provision, the terms of which I shall 
read to you shortly. xy: 
It is pretty clear then that at that time consideration was given to this — 
question and that the decision as of 1947 was that the limit should be kept at 
$2,000 as it had been since 1944. I cannot say that any consideration—I mean 
any detailed consideration—has been given to the altering of that amount since 
1947 for the reason, among others, that, to the best of my knowledge we have 
never had any representations from the provinces that any of them would like 
to see this amount increased. | i 
Q. You may not have had representations from the provinces, but certainly ~ 
we get representations from individuals. And the reason I raise the point is not_ 
so much the question of what is going to happen to the property if the pen-— 
sioner dies, but rather the question that many people are deterred from voing 
on pension because of the fact that a lien has to be placed on their homes. 
—A. That is not quite correct in all the provinces, by any means, and it is not 
required by the federal Act or regulations. : 
Q. What is that again, I do not get the point?—A. The point is that not. 
all the provinces apply liens. ) % 
Q. I know it is pretty complicated. I know, for example, that in Manitoba. 
they apply a lien, but the purpose of it is to ensure that the property will not 
be sold without the knowledge of the pension board; and it is also clear that in 
Manitoba no collections are now made on estates which are less than $2,000 
in value—A. My point is that in some provinces liens are not, placed on property 
even In a precautionary way. 1 
Q. I do not think the precaution is a deterrent but rather the liens upon 
which collections can be made and if that figure can be raised to $3,000, 
many people whose homes were of $2,000 in value several years ago would now 
be in the clear. i - 


The Cuarrman: Surely, and some others would not. 
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5 fr. KNowLes: Oh, yes, I aie take them in altogether, but we are dealing 
with a liberal government. ! 

AY Mr. MacInnis: My understanding is that in British Columbia not only 
is no lien placed on the property but the law specifically prevents any lien 
being placed on the property. That is what I have been informed. 

ye Mr. KNOWLES: Up to $2,000. 

Mr. MacInnis: Any property. 

’ The Wrrness: We are discussing two things. 


_ Mr. Crotu: It occurs to me that Saskatchewan is one of the provinces 
‘requiring a lien to be placed. I just noticed that on page 14. 

a Mr. Suaw: In determining the property value do all provinces use the 
# eeesced values of those properties? 

The Witness: Some of the provinces use the assessed value, or the equitable 
valt e as determined by them. . 


By Mr. Brown: 
» Q. On page 12 you write the federal Act stipulates that in certain cir- 
r cumstances claims against the estate of deceased pensioners are to be waived 
and you give as (b) if the estate passes by will or otherwise. Does that mean 
1at if any person, a relative of the deceased, who was a pensioner, was living 
with the pensioner and contributing to the pensioner’s support that that claim 
3 the old age pension authority is waived as against the property and as 
against the estate? Is that the case in Ontario?—A. If, in the opinion of the 
pension authority that person has regularly contributed to an extent, which 
having regard to the means of the person having so contributed, is considered 
reasonable. That has to be for the last three years or since the grant of the 
Pe sion to the deceased. Those words are taken from the federal act. — 
 Q. I am thinking of some cases that have come to my personal knowledge, 
here they have collected. The daughter was living, and the daughter’s husband 
was living with the pensioner, the pensioner died and the Ontario government 
Biccted 
% Mr. Crouu: There has been probably no claim put forward or they would 
not collect. That is what happens in each case. If a claim is put forward for 
support in view of that they will not collect. If no claim is put forward they 
; Pp ill collect. That is the practice in Ontario. , 
— The CuHarrMAN: It is up to the person who has given pOPpOus ito give 

ev idence of what support has been given. 

Mr. Brown: I am not going to go further into the individual case. 


My. Ferrie: Does not every province in the dominion file a caveat against 
all real property of the pensioner? 
_ The Witness: No, sir. 
The CHAIRMAN: That comes later, Mr. Ferrie, on page 14. 
Mr. SHaw: Mr. Chairman, while I think of it, can Dr. Davidson supply 
each of us with a copy of the application form used in each province? Can you 
acquire those? 

The Wirness: We will have to obtain those, Mr. phan from the provincial 
authorities, . 
_ Mr. Suaw: But could that be done? 
- The Cuarrman: I will ask Mr. Arsenault to write to the. pension authority 
l n each province and ask for a supply of form. 
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By Mr. Knowles: | | wn, Cisecee ag 
. Q. May I ask Dr. Davidson one further question? Ina province like British 
Columbia, where my colleague tells me no lien 1s placed im any case, what 
happens to the portion of the estate in excess of $2,000 in the case of a pensioner 
who dies in British Columbia? Does British Columbia make a claim?—A. Yes, 
subject to the exceptions provided in Section 9(2) of the Act. - 7» a 
Q. In other words, no lien is placed against the property in British Colum- 
bia but the effect financially is the same as in Manitoba where a lien is placed? 
—A. There is a difference. 
Q. Well, how do they get it? 
Mr. MacInnis: Well, the province is a preferred creditor. ‘ 
The Wirness: It is not inconeeivable that a property, part of an estate, 
may have been disposed of in the meantime. ¥ 


Mr. Crouu: And often is. 


> 


By Mr. Homuth: OR 
Q. Is it the situation that we have an old age pension law in Canada which 
does not, become operative in a province until that province passes enabling 
legislation?—A. Yes. | 4 
Q. Then, when they pass enabling legislation, that dominion act becomes 
law in the provinces, so that while they may not put a lien on a property the 
very fact that they enact the law is in itself automatically a lien against the 
property, is it not?—A. No, sir. 0 
Q. Doctor, let us get this clear? Under the Dominion Act you have the 
claim against a pensioner’s property, haven’t you?—A. Strictly speaking, no. 
Q. You have not?—A. No, because the wording says that an agreement 
made with a province pursuant to section 3 of this Act, shall include an under- 
taking by the province that the pension authority will be authorized to recover 
out of the estate of the deceased pensioner. The claim therefore is not actually 
established by the dominion law. It may be a technical point but it is never- 
theless true. The claim is not established by the dominion law, as I understand 
it, the claim is established by a province taking action in pursuance of an under- 
taking they have already entered into with the federal authority. But that action 
is taken under provincial and not under federal law. ” 
Q. It depends entirely on the wording of the provincial Act—the enabling 
Act? It would depend entirely on the words of the enabling Act in that pro 
vince as to whether or not a claim is made, is that right?—-A. Yes, except that 
the federal Act does go on to prescribe somewhat the circumstances under which 
the province must give its undertaking. Do you follow me? In other words, 
the province cannot say ‘‘yes, we undertake to recover from the estates of 
deceased pensioners”. They have to say “we agree to recover from the estate 
of deceased pensioners in the terms that are required by the dominion legisla- 
tion”, and that involves waiving the claims against certain estates. | 
Q. Would that legislation not have to be passed on by Ottawa before 
becomes a provincial Act?—A. No, sir. 
Q. It would not?—A. No, sir. 
Q. So that some provinces pass legislation to permit them to make a claim 
and other provinces do not do that at all? “ 
The CuarrMan: It is not in all cases legislation. It is done by orders i 
council, regulations. “a 


Mr. Cannon: Let us put it this way, Mr, Chairman. All the provinces ha ve 
ee only the provinces who have a lien have security for that claim. I 
at not it! i= 


The Witness: That is about it, sir. 
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4 By Mr. Knowles: 
Q. In some provinces the pensioner cannot sell his property without the 
aye of the board, and I know it is granted many times?—A. Yes. 
@. And in some other provinces a pensioner can sell his house?—A. Yes. 
“We are getting a long way from the point raised by Mr. Knowles that I did want 
to come back to, when he asked under what authority this decision could have 
_ been taken; under what authority it was possible for the dominion to say: we 
are willing to waive claims against estates up to $2,000. If you had gone to 
_ another line in section 9 (2), I think you would see the words that deal with this 
_ point, Mr. Knowles. Section 9 (2) reads “an agreement made with a province 
- shall include an undertaking to recover out of the estate of the deceased pen- 
sioner” and so on. Then we come to the words “and such agreement shall specify 
- the circumstances under which recovery of such debt shall be made.” Now, the 
- circumstances under which recovery of the debt shall be made may include the 
: circumstance that the estate must be over a certain amount; otherwise, it will not 
be made. It was through that authority that this provision was entered into, and 
it was confirmed in the agreement with the provinces. Perhaps I should read 
into the text the actual wording of the agreement. 
¥ Mr. Knowtzs: I am glad that was done. 
: The Witness: “The province will in accordance with and subject to the 
provisions of sub-section 2 of section 9 of the Dominion Act, as amended, 
authorize the pension authority to recover out of the estate of any deceased 
pensioner the sum of the pension payments made to such pensioner from time to 
time, provided, however, that the pension authority may in its discretion decide 
that no claim shall be made in any case where the net value of the pensioner’s 
estate does not exceed $2,000, or if the net value does exceed $2,000 that claim will 
be made only against the amount of such estate in excess of the sum of $2,000.” 
i: By Mr. Knowles: 
QQ. That clause is in every agreement, is it not?—A. That is right. 
Q. But it is clear that is a permissive kind of clause and you have indicated 
Bhat some provinces take advantage of it and some do not?—A. Yes. 
% Mr. Asupourneé: Mr. Chairman, I notice that in the last figure in the 
_ statement, for 1948-1949, the total pension payments amount to $85,642,948, and 
recoveries from estates for the same period amount to $428,173, which is a little 
less than one half of one per cent. What I would like to know is: is that the 
gross value of the estates or the net value of the estates, and what is the cost of 
administrating those estates or getting letters of probate? 
~The Witness: Mr. Chairman, that is the amount recovered, it has no 
relationship at all to the total value of the estates against which claims were 


“made. Is that point quite clear, Mr. Ashbourne? 


Mr. AsHpourne: Yes. 

The Witness: Secondly, on the question of administration costs we have 
no knowledge regarding the cost of administration in respect to recovery from 
estates because that is handled entirely by the provincial governments. 
Mr. Fiemina: That raises another point, Mr. Chairman, different to what 
| we have been on. This chart takes the figures down only to the year 1948-1949 
_ in the matter of recoveries and nothing has been said up to now in our proceedings 
about bonuses paid by the prov inces on top of the basic pension nor about other 
benefits provided by the provinces such as medicine and some forms of hospital 
benefit in certain cases. Is it not a fact that the provision of these Renee, 
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it down to the present time, you miss the last year. I was just wondering about 
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pronounced effect on the recoveries because these benefits are going to reflec 
themselves in greater sums of money claimed from the estates eventually. | re 
Mr. Ferrie: Mr. Chairman,— 3 whee a 
The CuarrMAN: There is a question before the chair, Mr. Ferrie. _ i 
The Witness: Theoretically, I think that is true, Mr. Fleming. I think it 
is drawing a pretty fine point, though. a 


will 
By Mr. Fleming: a 
Q. You cannot do much on this statement about it because you do not bring 


the addition of these provincial bonuses.—A. These provincial bonuses have been 
in effect much more prevalently prior to this last year than they are now. 
Q. Yes, we have had some substantial ones in 1949. I will admit it will not 
be a very big figure, it is more the theory of it—A. I doubt very much whether 
there could be obtained any figures to bear on your point at all, Mr. Fleming. I 
would merely point out that the totals on page 13 do show that during thes 
years when bonuses were paid our recoveries have been diminished. That is no 
of course because bonuses were paid. It is because certain changes were made ir 
the policy respecting recoveries. For example, it was in 1944 that the federal 
authority offered to waive its claims against the first $2,000 of any estate, and 
that, I think, does reflect itself to some degree in the rather considerable dro; 
shown there in the percentage of recoveries. We also, in 1947, abolished thi 
provision that was written into the Act, that allowed the pension authority 
charge five per cent interest compounded annually on the debt. In those st 
we have diminished considerably, I think, the extent to which we try now 
recover from the estates of deceased pensioners. Therefore, in view of that 
diminished attempt to recover I would question, myself, whether the payment 
of the provincial bonuses has improved our collection position in any significant 
extent. a 
Q. May I ask if at some stage you are going to round out the information 
already given by supplying information, if you have it, about those additiona 
benefits and bonuses paid by the provinces? Does your department concert! 
itself with that?—A. We have information, Mr. Chairman, on that, but I am 
quite in the hands of the committee on that. We can bring it forward if the 
committee wishes, but I have not included it in here because officially from the 
federal point of view it is not part of the federal old age pension administration 
The Cuatrman: That information was contained in Mr. Martin’s speech im 
the House, was it not? ae 
Mr. Fiemine: Mr. Chairman, I think this is a matter of interest to th 
committee, and I think it is information which is available from the records 0 
the department, and we ought to have it. It is basic information. Probably it 
is something outside of the case at the present time, but we want to get a pretty 
broad basis of information at the start of this inquiry. I think it should 
before us if it is available. What I have in mind particularly is bonuses givel 
1n the form of free medicine, and in certain cases hospitalization. aa 
The CuarrMan: That is in connection with bonuses. I have that here. 
was contained in Mr. Martin’s speech in the House. a 
Mr. Suaw: But those figures are not all up to date, Mr. Chairman. 
The CuatrmaAn: They are not? , ae 
Mr. Suaw: No. / a 
Mr. MacInnis: We had better have those figures from the department. 
Mr. FLemine: I think that is all information which Dr. Davidson ‘cou 
very easily produce to the committee. It would be helpful to us as part of t 
basic information supporting our inquiry. a. 
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ag The nee We have the information from the provinces. My only point 
is ‘that I should have clear instructions from the committee as to what they are 
interested in having. I take it from what you say, Mr. Fleming, that what you 
; ‘ou are interested in is the supplementary payments being made now, rather than 
going back over the somewhat complicated history which goes back as far as 
1943, 1942 and 1941. 
Mr. Friemine: I do not know how the committee feel about that. I think 
it would be best probably to go back over the whole thing. We are, of course, 
‘more interested in the recent history, but on the other hand I think we should 
have a longer period for review. 
The Cuatrman: We should be satisfied with the present situation. 
Mr. Fienmine: I prefer to leave it with Dr. Davidsom to make a selection 
of the material which may be of use to this committee. 
- The Cuatmrman: Dr. Davidson will do his best to get the information. 
_ Mr, Ferrie: How many provinces are providing free medical care for old 
age pensioners? 
The CuHatrman: Dr. Davidson is going. to provide the committee with 
that information as soon as he can get it from the provinces. That is the 
matter we were just talking about. 
_ Mr. Ferrie: Are you going to get it for all the provinces; are you going 
to include the municipalities? 
‘The Witness: Mr. Chairman, if the committee would agree to it, it has 
been suggested that I might prepare a paper that would deal with this matter; 
then if I do not supply you with all the information you are interested in 
just let me know and we will try and do something about it; but I cannot, 
frankly, tell you at the moment what I am going to put into. it because I 
have not written it yet. 
_ Mr. Ferrie: There is one thing I would like to say here; that there are 
municipalities in this country who have been providing free medical care 
for old age pensioners for the past twenty years, as far back as 1928; and 
that has been done by certain of the municipalities throughout Canada who 
have considered old age pensioners as indigents and have put them in that 
category and have paid for their hospitalization and medical care, and they 
have done that for over twenty years. 
Mr. Fiemine: Under provincial legislation. 
_ Mr. Ferrre: No, not under provincial legislation, under municipal legis- 
lation. They had no special authority for it, other than their own local respon- 
sibility. They considered old age pensioners as indigents and treated them 
oortmnety. 

The CuarirmMan: No municipality in Canada has any authority at all 
that it does not get from the provincial government. 


_ Mr. Ferri: Yes, but they did it in the way I say, by treating these 
people as indigents. 


_ The Cuarrman: Yes. 
Mr. Ferrie: And the provinces have finally accepted it. 


_ The Wirness: Might I just, perhaps, cover this point with a brief com- 
ment, Mr. Chairman? What I would propose to do offhand is to include in this 
memorandum any organized provisions specifically for old age pensioners in 
those provinces where such officially organized provisions exist; and in provinces 

here no special organized provision is made for old age pensioners as dis- 
tinguished from the rest of the population, I can assure you that we will 
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try to get you all the information available as to the general provision made. 
by provinces with respect to the treatment of old age pensioners as a section 
of the total indigent population. eT erie 

The CHAIRMAN: I am sure the committee will be satisfied with that. 


Mr. Buarr: May I refer to a question which was asked by Mr. Shaw | 
about assessment values. In some of the municipalities assessment is probably 
one hundred per cent while in others it may be fifty per cent or sixty per cent. 
It varies. You might have a high assessment and a low tax rate or a low 
assessment value and a high tax rate. What rule do they use to work it out? 
You might have two municipalities ten miles apart; one would have assessment 
at a high value and the other at a low value. Would that not have a bearing~ 
on these recoveries and the amount of them in certain cases? 

The Wrrness: I did point out yesterday, Dr. Blair, that a decision to 
base the charge against property on the assessment is not required under the 
federal act or regulations; it is a decision taken by the provinces in most cases 
because they think it is more convenient and on the whole just as equitable to 
do it that way rather than to try to calculate the fair rental value less main-— 
tenance cost, as technically required under the federal regulations. 

Mr. Buatr: I was referring particularly to those cases where you have a 
variation in the principle of assessment and taxation, where it might be one 
hundred per cent in one municipality while in another it might be only fifty per 
cent or sixty per cent by way of assessment. 

The Wirness: I do not quite get the significance of that because actually 
these claims are laid against the value of the estate as it finally turns out to be 
when the asset is sold, rather than against the assessed value of the property. _ 

Mr. Larne: Just in respect to that point which we were discussing 2 moment: 
ago, bonuses and free medical care and hospitalization to old age pensioners, I 
know something about what has been done in British Columbia, in the way of 
housing for the aged and I believe there has been something new put under way 
in Ontario. , 2 

The Wirness: We have a very limited amount of information on that point, - 
Mr. Chairman. It may be extremely difficult for us to give the committee any- 
thing useful beyond the information with respect to cash supplements, medical 
and hospital care. a 
___ Mr. Knowzes: I would like to ask a question about chart “F”. Dr. Davidson 
indicated yesterday that his officials were working on the question having to do 
with the provincial cost of administration. I presume from the general way in 
which I asked the question on the order paper in the House that it will be a lump 
sum indicated in the answer. I wish now I had asked for a breakdown of that 
cost to show what it costs the dominion, or more particularly the provinces, to 
collect these amounts that are recovered. When you look at the table that we 
have before us it really should suggest to all of us that it is not worth bothering 
with. All this trouble resulted last year in a total recovery of $428,000 for the 
whole of Canada. Of that $319,000 was for the federal government and only 
$108,000 was to be divided amongst the nine provinces : in other words, an average 
of about $12,000 to each of the provinces; but in the case of one province in par- 
ticular, New Brunswick, they only got $41.39. I am sure that the administrative 
cost of collecting that $41.39 was more than the amount recovered. The same 
thing applies to Prince Edward Island. | 


Mr. Crouu: Oh, no, no; collection is automatic, there is no expense. 


The CHAIRMAN: That is done through the provinces. Unless Dr. Davidson 
has some definite information on it I do not see why we should go further into it 
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a "Mr. KNowLzs: If he has it now we should have it; if not, I will wait until I 
E pet my return in the House. But I want to make my point, that when you look 
: at these figures and figure that Sibi of the Provinces of this country gets about 


The CHARMAN: The cost of collection is borne by the provinces. 
Mr. KNow.ss: Yes, out of that $12,000. 
Mr. Homuru: In so far as the province of Ontario is concerned, that all 
comes out of the sale of the property; I mean, there is really no cost in connec- 
Rion with collection, even in reSpect to legal fees. 
4 Mr. Croiu: I think that is what he meant. 
The Witness: I haven’t got the information Mr. Chairman, as to the amount 
_ spent by the provinces under this particular section of their total administrative 
costs, and I seriously question whether in the case of some of the provinces it is ~ 
- possible for the provinces themselves to segregate those costs. 
Mr. Croiu: You are trying to do some lawyer out of a job. 
Mr. Suaw: Does that show the gross or the net recovery? 
7 The Witness: Those are the total recoveries. 
~The CHartrman: There is no cost attached to it. 
_-_ -Mr. Saw: Of course, theoretically, no; but if someone writes a letter it costs 
_ something to have that person on the government payroll. 
% The Cuairman: Well, if that person is not writing that letter he will be 
- writing another one anyway. 
Rg 3 Mr. Know.ss: Just another word. I want to make it clear that I am not 
_ trying to do the lawyers out of a job, I am merely pointing to the small amounts 
#: that are recovered as a result of this provision in the Act. 
Bi. By Mr. Fleming: 
* Q. Following up on the same point having regard to the total amount of 
" -recoveries—less than $500,000—is there any advantage to the administrative 
system as a whole in continuing this system of recovery which now exists? 
“< —A. That, Mr. Fleming, is really asking me if we should form an amendment 
4 to ee a to abolish this provision. I am not sure that I can express an opinion 
on tha 
g ~  Q. I know, and I would not ask you to express your opinion on any mattter 
of policy. I make that reservation; but I thought you might care to express some 
e views as to its value from an administrative point of view, or from any other 
_ point of view, as to whether the costs of recovering these amounts from estates 
are really justified when the whole thing amounts to only a matter of half a 
~ million dollars for the whole of the dominion.—A. I would, perhaps, be wise, 
_ Mr. Fleming, if I simply directed your attention to the third sentence on page 
14: “If a prospective beneficiary is a distant relative who lives outside of Canada 
: and has not supported or shown much interest in the deceased pensioner, the 
e pension authority may be less inclined to waive a claim than in other circum- 
_ Stances.” I simply raise for the committee’s consideration whether in the mind 
of the committee members themselves there is any validity in the point that 
‘ait the provincial and federal authorities have paid out certain amounts to 
“maintain an aged person they should have, if anybody is going to have, a prior 
claim on the recovery from the estate, over somebody outside of the country 
~ who has shown no interest in the pensioner during his lifetime. That is the only 
point I pose to you at the moment. 
a 8. As supporting a continuance of the present system?—A. Yes. 
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-Q. Of course, if you were to drop that—considering it from the recove: : 
point of view—if you continue the means test and eliminate recovery from 
estates, your total loss would be on this point we mentioned, the estate going” 
to some person outside the country. You have that in comparison to the sum — 
total collected, and that is half a million dollars. _ 

The CuarrMan: It is negligible on the whole. 
Mr. Croui: May I ask a question. : 
Mr. Ferrie: May I, as a privilege. Let us get down to and stay with one 
subject. They are jumping here and there and all over. A minute ago we were 
on assessments. We are doing just the same as they do in the House—they — 
jump up and nobody gets a chance to think—you have got to jump up, but they 
go on talking, and talk, talk, talk. I say let us hold them down to the subject 
matter and then give us a fraction of a minute when we change from one thing 
to another. That is the only right and proper way to carry on. 
The CuatrmMan: Mr. Ferrie, that is what I have been very sincerely trying 

to do. 

Mr. Ferrie: You fellows have done nothing but talk. ; 
The CuairMan: Please, Mr. Ferrie— | | . 
In order to be fair to Mr. Fleming, I must say that he was dealing with | 
a point on chart F, on the top of page 14. That is the matter which we are 
studying now. | : 
Mr. Ferrin: I understood you to say that we had gone down to assessments; 
we were told what assessment was, and then they jumped right from that to — 
another part in the centre of page 14. ‘ 


Mr. Knowues: The matter of assessment was out of order. : 
The Cuairman: I know. : 
Mr. Ferri: We had not finished it. j : 
Mr. Know.es: That was out of order; we were on recoveries from estates. | 
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The CuairMANn: Please, gentlemen, now this is all over. 


By Mr. Croll: : 

Q. May I just ask one more question. Dr, Davidson, would you say, or 
would you not, that the possibility of a lien on property is in itself a deterren 
and stops many people from applying for pension?—A. I would only be expres- 
sing an opinion but I think my personal opinion would be the same as yours. — 
Q. Dr. Davidson, my opinion comes as a result of experience—A. Mine 
would be much less valuable than yours—I have not had as much experience. _ 
_ Mr. Fremine: In the light of that statement should Mr. Croll now give his” 
opinion. Ss 
Mr. Suaw: It is a fact, I am sure, that all of us have come into contact with 
persons who have gone two or three years beyond the age of seventy before 
applying, being fearful of this, and they apply later but have possibly lost one, 
two or three years of pension. It was only a matter of getting the truth, but they 
cannot always get the information. | 


The CuamrMan: I believe that is the personal experience of each member. : 3 


By Mr. Homuth: | 

Q. As another inquisitive member of the committee, in one of my questions, 
Doctor, I asked whether you had any figures as to how much money had been 
recovered as a result of pensioners earning over and above a certain amount 
Those figures are not in this chart, are they? Or would they be included in the 
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es on eocaveey in haibed F?—A. No, sir. ‘The nearest we can get to that is 
2 as before page 11, vad shows the average amount of pension actually 


: 2 Q. “Actually it is very difficult to get that information?—A. Yes. 
Q. I appreciate that, but I just wondered. I thought if any recovery—and 
Be ctusliy it is not a recovery but it is a penalty—would be added to chart F. 
However, that is just a recovery from estates?—A. Yes. 

‘The CHarrman: Well, gentlemen. 
-_-~Mr. Homuru: We are getting very friendly here now. 

_. The Cuatrman: You are. I might say here that tomorrow our idea was 
Bio hear Mr. Willard on the system in Australia. We have only two more points 
rot interest in this brief which we are studying and one is the variation between 
the provinces in the pension year, and the second is the effect on pensions of any 
a personal property. I would ask the co-operation of the members so that, if. 
possible, we might get through these points tonight. 
By Mr. Cannon: 

4 Q. Before we go on to something “ee there is a question I would like to 

ask. Dr. Davidson, in connection with recoveries from estates, it is easy to see 

Bihe amounts recovered are not’ very great. However, if the somentice should — 
decide not to abolish the means test, do you think the possibility of recovery 
| __ taking place from their estates would be a deterrent to persons applying for 
| “old age pensions and making false declarations as to their means? Do you not 
think it would work that way?—A. I am afraid I did not get your point clearly. 
 Q. Well, if you can recover from an estate, if you can preserve the dis- 
Be sition as we now have it under the law—do you not think if the means test 
were preserved that feature would act as a deterrent to a person who might 
“he ave the idea of making a false representation as to his assets? He might not 
ds eclare what his real assets were, and although the recovery from estates does 
“not bring in much, it might be saving a lot by preventing the possibility which 
I mention?—A. I would not like to express a firm conviction on that—I just 
¥. not know. You might be right, but we certainly have no evidence one 
_ way or the other bearing on the point. 


By Mr. Fleming: 

Q. Is it not a fact that if fraud is committed by an applicant for pension, 

Beordless, of this provision regarding estates, his estate would be liable?— — 
. Yes. 

_  Q. So the two things are entirely independent. A person’s estate would be 

Rabie for whatever he received by way of fraud, in any event?—A. In one case 

@ you are recovering from the estate amounts eally paid; in the other case you 

C3 are recovering amounts illegally paid. 

---—~«Q. The amounts on this table in connection with which we have been spend- 

ae ing some time are recoveries of payments made legally and have nothing to 

do with illegal payments?—A. That is correct: recoveries on illegal payments 

are classified as refunds. 
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_ Mr. Ferrie: How do you get it if you do not file a len or caveat in 
Bpiario? 


_ Mr. Crotu: You do file one in Ontario. 
The Cuarrman: It is in British Columbia that they do not. 
Mr. Ferrie: Someone just said that they did not file them in Ontario? 


$ Cae ‘The yee pee aie h site 
evan. ‘their provincial laws for the registration Mg i ns 
_ which do not provide for registration of liens. We did te 
A land because we were not certain of the facts there, but | my 1 
is that Newfoundland has no provision for registration of liens ag ain st este 
The CuarrMAN: Gentlemen, there is the division bell, and: as it a ees UO 
we shall now reconvene until tomorrow. I would hope that. we might ‘finis 
‘ _ the two points I referred to in half or three-quarters of an hour in the m io 
We can then go on to the Australian system. Under the circumstances T believe 
that we should distribute Mr. Willard’s statement now, SO. eee members wil 
have an opportunity to read it tonight. - 


_ The meeting adjourned to meet again Thursday, April 20, at u 00 a m. 
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MINUTES OF PROCEEDINGS 


_ Tuurspay, April 20, 1950. 


a The Joint Cohiatitice of the Senate and House of Commons on Old Age 
Security met at 11.00 a.m. Mr. vag Joint Chairman, presided. 


Present: 
The Senate: Honourable Senators Burke and Hurtubise. 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 
Brown (Hssex West), Cannon, Corry, Croll, Ferrie, Fleming, Knowles, Laing, 
1 Lesage, MacInnis, Macnaughton, Robertson, Shaw, ‘Smith (Queens- Shelburne), 
my caver, Welbourn. 


In attendance: Dr. G. F. Davidson, Deputy Minister (Welfare), Mr. J. W. 
‘M feaFarlane. Director, Old Age Pensions Division, and Mr. J. W. Willard, 
Director of Research, Department of National Health and Welfare. 


Dr. Davidson was recalled and further examined. 


4 In the course of proceedings Mr. Brown occupied the chair during the 
temporary absence of the Chairman. 


At the conclusion of Dr. Davidson’s examination on Canada’s Old Age 
ension Program, the Chairman, on behalf of the Committee, thanked the witness 
nd offered him congratulations for the able manner in which he had presented 
his evidence. | 


____ At 1.00 p.m. the Committee adjourned until 4.00 o’clock this day. 


| AFTERNOON SITTING 
4 The tee resumed at 4.00 p.m., Mr. Lesage, paenone 
Present: 


% The Senate: Honourable Senators Burke, Hurtubise and Stevenson. 


_ The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Brown 
(Essex West), Cannon, Corry, Croll, Ferrie, Laing, Lesage, MacInnis, Macnaugh- 
ton, Robertson, Shaw, Weaver, Welbourn. 


mrvr, J. W. Willard, Director of Research, Department of National Health and 
ee was called. He presented a brief on Old Age Income Security Programs 
4 in Australia. 


~ On motion of Mr. Robertson, 
_ Ordered,—That the brief be taken as read, and printed as part of this day’s 
idence. 


- The Committee then proceeded to the examination of Mr. Willard who was 
sisted by Mr. C. D. Allen, Research Pea in the Department of National | 
Tealth and Welfare. 


_ After the Committee’s.proceedings had. been sl eta twice by the House 
of Commons division bells, the Committee adjourned until Tuesday, April 25, 
at 11.00 a.m. 

a R. ARSENAULT, 


i Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hous oF COMMONS, | 
: April 20, 1950. 
_ ~The Joint Special Committee of the Senate and the House of Commons 
‘on Old Age Security met this day at 11.00 a.m. Mr. J. Lesage (Joint east 
presided. 
sy The CHAIRMAN: Order, Pontlenen 


Mr. Brown: Mr. Chairman, before we go on, may we have some idea as 
to whether we shall meet tomorrow? 


The CHatRMAN: No; we shall meet next Tuesday at 11.00 a.m. 


+ 


Dr. G. F. Davidson, Deputy Minister of Welfare, recalled: 
_ The Witness: Mr. Chairman, I think we are ready to take up the section 
at the bottom of page 14, which relates to the problem ef the use of the pension 
year as a basis for calculating annual income as required under the Old Age 
Pensions Act. 
As members of the committee know, the Act bases its calculations on the 
amount of income that the pensioner may have within a year’s period and, for 
‘tha purpose, it is necessary for the pension authority to decide what twelve 
month period it is going to choose as a basis for annual income. The point 
that is made in this memorandum is that. different pension authorities in differ- 
x provinces have found it convenient to use different base years as a basis 
of calculation of these annual amounts. In the prairie provinces, for example, 
and this is not mentioned in the brief because it has been abandoned—there 
was at one time a practice of using the crop year on which to base the annual 
income. For the prairies that system had a certain amount of practical appli- 
ation. Basically, however, all ‘of the provinces have now come down to two 
_ different bases of calculating income—one on the basis of the so-called pension 
| J yea sar, and the other on the basis of the calendar year. 
A province which uses the pension year takes an application which comes 
nto its hands and is decided to be eligible for the first time in April of this 
year, and they put the pension into effect in April of this year. They use as a 
basis of their year calculation the twelve month period from April of this year 
March of next year, inclusive. In that case you have different pension years 
as the basis of calculation for different persons in the same province, depending 
the month when the pension is granted. That has an advantage from the 
wpoint of administration in that it spreads the work load evenly over the 
ise of the year, but it has certain inconsistancies in it which affect in minor 
pects different pensioners in the same province. 

' g Mr. Larne: Payments are all made on the first of the month? 
- The Wrrness: On the last of the month. 
| So much for the so-called pension year; now I shall deal with the other 
liernative. The other alternative is the calendar year. A province using the 
lendar year will work out regardless of the month when pension is first paid 
ilculation with respect to income which the pensioner is entitled to in the 
ainder of the year. In other words, if a pensioner came under the Act in 
Pthey would work out a calculation for an interim payment for the nine 
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month period. Then, on the first of January next year, they would bring that 
pension on to the basis of the calendar year, January to December, and calculate 
the income and eligibility of that pensioner on the basis of the twelve month. 
period. “ee 
Mr. Knowtes: You say that is being considered? . 
The Witness: No, that is being done in a number of provinces. Both 
alternatives are used as present. I should say that there are variations as 
between various provinces, even in respect of those procedures. For example, 
and I think this is significant, at the bottom of page 15 and at the top of 
page 16, you will see given two examples of important differences in those 
provinces which use the pension year as the basis of their calculations. Take 
for example a pensioner who, in the course of a year, may get a temporary 
job and go off pension completely for three or four months. In certain provinces 
using the pension year as a basis of calculation, that pensioner goes off pension 
and on to the job, comes back, and the amount of money earned during those 
employed months is taken into the income calculation for the twelve month 
period of the pension year which includes the months he worked. 
Mr. Brown: Is that done in Ontario? . 
The Witness: No. Ontario is following the practice I am coming to now, 
in which, if a pensioner goes off for a number of months, due to employment, 
instead of adhering to the April base as the pension year, Ontario will pick 
the pensioner up say in September when he comes back and start him over again 
on @ new pension year beginning in September and extending to August of the 
next year. They have not been taking into consideration the earnings of a 


: 


pensioner during the months he was employed. That is the basis upon which 
Ontario has been operating up to the present time. a 


By Mr. Knowles: | 

@. Is Ontario the only province that does it that way?—A. I am informed 

by Mr. MacFarlane, who knows the details better than I do, that British 
Columbia operates on that basis too. I should add that the illustrations I have 
given do not exhaust all the combinations that are used by provinces in respect 
of this particular problem, but I have given you the basic and main principles 
which are in operation at the present time. 
Q. They do show the possibility of quite wide variation in generosity — 

A. Very definitely. I might also point out that this applies even in one 
particular type of operation. Let us take the type of operation which I have 
said Ontario is using at the present time. That in turn produces rather variable 
results. It means that in one case a pensioner goes off pension on full-time 
employment and earns $200 in a two month period, and that does not affect his 
pension when he comes back. On the other hand, if you have a superannuated 
employee on a $15 a month pension or someone working as a janitor or fireman 
for an apartment who gets $15 a month, that lower amount, because it is 
continuous for the year has a greater effect. . ; 
You find here another of those situations similar to others which we have 
discussed; a formula which has generous implications in one direction with 
respect to one particular type of income calculation creates a certain amount of 
inequity between the calculation for one type of income and another kind. ~ 


By Mr. Ashbourne: . re 
(QQ. Am I correct in thinking that income of every old age pensioner - 
reviewed every year, annually?—A. That is a provision required under the law 
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6. 38 know that as far as Newfoundland is concerned—of course it is new 
% “for “us as we did not have old age pensions before—but when the application was 
me ade, the applicant was required to state his income for the twelve months 
Dp revious to the date of application?—A. That is right. 

Q. Which, of course, might be quite different from the income for the 
Blea: year. That would be automatically reviewed at the end of the fiscal 
year or the calendar year?—A. That would be reviewed on the basis of the base 
_ year upon which Newfoundland operates. I am informed Newfoundland has 
Br eclected the calendar year as the basis for calculation. 

ba . By Mr. Brown: 

i @. You say they are reviewed at the end of each year, or each year? Is 
mit not true, however, as a matter of administration, that these reviews are 
“iy usually several years in arrears?—A. I would not say that, Mr. Brown. They 
may be several months in arrears but a very real effort is ‘made to keep up. 

~  Q. Do you mean reviewed by the federal authorities or by the provincial 
 authorities?—A. By the provincial authorities themselves. 

_ Mr. Knows: Each pensioner fills in a form once a year. 

x, Ex By Mr. Brown: 

a co: Yes, but who 1s it reviewed by?—A. The provision is, Mr. Brown, that 
the provincial pension authority must obtain annually from the pensioner a 
i meeerment of his income for the year. 

_  Q. I am asking the question because one of these people came to me just 
Fite other day. ‘The man had been earning supplementary income over and 
By above his pension. This had continued and he had obtained a surplus or excess 
on his income for four years, and now they are coming back to him about it.— 
_ A. Did he declare that income before? 

a Q. Yes, each year; and the inspector had known of it. That is wy IT am 
suggesting these things are probably several years in arrears——A. I cannot 
Bccept that as being consistent with my understanding of the situation. I would 
4 _ think that situation would be most likely to arise when the pensioner had not 
declared his income. I would be glad to look into any case of that kind if you | 
4 would’ care to bring it to my attention. 

a Mr. MacInnis: My experience confirms what Dr. Davidson says that they 
make an income declaration of an annual basis. 


_ The Witness: Certainly an attempt is made to have these on an annual 
Teview basis. Otherwise it gets involved. There have been cases where there 
, has been undeclared income which suddenly comes to light and which may upset 
the Beeston pretty seriously. 
I was going to say that this was one of the examples which I tae one 
of the members I would mention. I think I touched on it the day before 
| Meciccday. It is an illustration of the effort being made by the federal 
a thorities in conjunction with the provincial authorities through the inter- 
_ provincial board, and also through correspondence, to bring about a greater 
% measure of uniformity. We think that here there is more of a case for a uniform 
_ base year being selected, and more of a case for uniformity in a matter of this 
a tind, than perhaps there j is in respect of some of the income calculations which 
we Miseussed at earlier meetings of this committee. As one contribution to this 
effort the prairie provinces agreed, a number of years ago, to abandon the crop 
year and to select either one of the alternatives I have mentioned as the base 
yee ir for their calculations. 
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By Mr. Knowles: .. | Bien jee: i ae 

Q. May I ask the Doctor a question at this point. I think I can see 2 
possibility, if you could achieve it, of a uniform plan amongst all of the provinces 
that would avoid any discrimination as between provinces, but can you de ‘ise 
a scheme that will avoid discrimination between individuals in a province?— 
A. I think I will have to answer that by saying that it is, im my opinion, almost 
impossible to devise a scheme that will completely eliminate discrimination. — 

May I give an illustration. Supposing a pensioner gets a sum of money 
in the early part of a given base year— io ae 

Q. That is what I was thinking of?-A. —that is not sufficient but almost 
sufficient to diminish his pension. If he gets the same amount of money thirteen 
months later and the second part of his income falls in the next base year, then 
for two years running his pension in undiminished. If, however, those twa 
amounts were earned or came to him within a ten month period or less than a 
twelve month period it may affect his pension. et 

Q. The similar case would be that of two pensioners in the same province, 
one of whom was earning $300 or $400 in a short period. One of them earns it 
all prior to the end of a base year and the other earns it half in one base year 
and half in the next. There would be a difference in effect?—A. That is correct. 

Q. In other words the more we go into this matter of the means test the 
more obvious it is that the only thing to do with it is to do away with it? 

The Cuamman: That is your opinion. ;; a 

Mr. Knowtes: I hope it is yours too. a 

The CHarrman: I have an open mind. | wah 

The Witness: We are working on this with the provinces in the hope that 
we can arrive at a greater measure of uniformity in so far as the base year is 
concerned. =, 

Mr. Knowues: Despite what I said about no plan being free of discrimina- 
tion, would Dr. Davidson care to indicate what uniform plan the federal 
department is trying to get the provinces to agree to? . a 

The Wrrness: I will give that answer in two stages. First of all, in early 
1949 we reviewed the situation in terms of what the provinces were actually 
doing. We found most provinces, as of that date, were operating on the basis 
of a calendar year. Therefore, we said to ourselves the chances of getting all 
provinces to work on the calendar year are probably greater than for any other 
formula, although we ourselves had certain reservations about the advisabi 
of using the calendar year. We therefore wrote to the provinces which w 
not using the calendar year and asked them if they would care to switch over 
to the calendar year which was used by the majority of provinces. Some of the 
provinces said they would do so if all of the others agreed, but the result wag 
that some of the provinces felt so strongly that there were weaknesses in tht 
calendar year that we reviewed the situation again and decided not to press fe 
uniformity on the basis of the calendar year. And we have since then beel 
exploring other possibilities, and the basis to which we have come now, and 
which we are exploring with the provinces, is a basis which combines, in som 
degree, the pension year and the calendar year. “4 

I might illustrate it as follows: supposing a pensioner comes on pension f 
the first time in August. We think there are certain inequities in suggesting the 
his initial pension should be based on the short time period of August 1 
December because he might get a sizeable. amount of income in a short perio 
and if this were concentrated in a relatively small number of months, it mig 
diminish his amount of pension more than if a full twelve. month period we 
taken. Therefore, we are exploring the possibility of using the pension yee 
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trom A August to the next July as the basis in 1 establishing the initial amount of 
pension; and therefore the initial amount of pension would be established on the 
basis of a pension year. 

-. However when you come to the Ist of January after that, at that point 
_ you recalculate the income for the calendar year, which will ‘be January to 
- December. And at January, you switch over from the pension year to the 
calendar year. That is getting fairly close to the basis which is set forth here 

as being the calendar year basis; but there is a minor difference in that in the 
 jnitial establishment of pension you use the pension year base rather than the 
_ remaining part of the calendar year as the base. * 
4 We have set that before the provinces and have asked them to consider 
it as to its possibilities and to see’ what effect it would have on their own 

administrative methods, and we are hoping to get the reaction of the provinces 
4 in the course of the next few months. It may be that the matter will not be 
fully dealt with until we have our next meeting of the Interprovincial Old Age 

y ~ Pension Board. 


= Mr. Suaw: It did not escape my attention that Dr. Davidson did use gre 
_ word “discrimination” today in connection with this matter. 


me | by Mr, Fleming: . 

dl ~ Q. When is the next EICPHOE of the conference to be held?—A. It is not 
~ charted at the moment. 

= Q. But it won’t be before Ben Enbere oN: We would have to consult the 
_ wishes of the provinces as to when they would want it to be held. We were 
_ prepared to hold a meeting of the Interprovincial Board last year. 

i< Mr. Crouu: He is not talking about. that. 

: Mr. Fiemina: Yes, I am. ; 


4 The Wrrness: But some of the provinces indicated that in their opinion 
it was too soon after the regulations of 1948 and the amendments,of 1949, 
i and they wanted time for their administrative problems to shake down a bit. 


if By Mr. Shaw: 
> Q. I wonder if Dr. Davidson might explain why in some instances a pension 
_ becomes operative on the very date that the application 1s approved, while 


& 


in other cases it is made retroactive to a previous date?—A. That is one of 
pee changes that was made in the regulations in 1946 at an Interprovincial 
~ Board meeting. 
; Prior to that time the regulations in effect provided only that the pension 
should apply as from the month following the month in which the pension 
te. _ authority finally approved the application, and there were some delays involved 
- which, in many instances, were in no way attributable to the pensioner himself. 
a that was considered ‘to be inequitable. Consequently, we drafted new 
* _ regulations. It comes under section 14 (1) of the regulations, and those regulations — 
provide, briefly, that the pension authority has the discretion. The provincial 
{ pension authority has the discretion to date the pension back to the month 
3 _ following the month in which the application was received, if it considers that 
| the delay 3 in the processing of the application was not due to any action of the 
| pensioner himself. 


x‘ By Mr. Knowles: 


~~ Q. What is the number of that regulation again, please.—A. Hoodlsuce 
mre (1). 
‘ 4 The CHAIRMAN: Are there any other questions? 
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By Mr. MacInnis: in Reig nae yo 

Q. Are you finished with page 16? There is a question I would like 4 
to ask which was brought to my mind by the third paragraph in regard to real | 
property. I believe that in some countries real property may be of two kinds: a 
real property which is used as a home, and real property that is used for income — 
purposes. I believe that in New Zealand real property which is used as a home — 
is not taken into consideration in assessing income; whereas income from real — 
property which is not used as a home is taken into consideration. Is there any 
difference made in our Old Age Pensions Act in regard to that?—A. Yes, sir. 
I may be anticipating a bit, but I would like to comment, first of all, on what — 
I understand the situation to be in New Zealand. For example, it is true that 
in New Zealand property which is used as a home is not taken into account — 
in the calculation of income under the New Zealand Old Age Security Act, — 
in so far as that calculation relates to the deduction from the pension or from 
the allowable income in respect to property as property. But if there is any | 
income from that property, the income from the property is taken into account 
for the calculation, even though the property itself may be excluded from the — 
capital value assessment. Do you follow me in that respect? 

Q. What would you consider as income, if part of the property is rented? 
—A. There may be property used as a home in New Zealand from which there is — 
a certain amount of income, and while that property itself may be exempted _ 
from the property calculation, the income from the property, even if it is used — 
as a home it is taken into account on the income side. That would be outside 
income. % 
Q. It would not be the supposed value of the rent to the pensioner?—A. No, — 
it would be outside income. Now if you will look at section 11 of the regulations — 
you will see there the distinction that is made, under the Canadian law, between — 
property used as a home and property that is not used as a home. I have — 
already dealt in some detail with the first of these, namely, property used as © 
a home, where the pension authority is supposed to consider as income an amount — 
which is fairly equivalent to what the pensioner could be expected to pay for — 
rent, with the proviso that the pension authority has discretion to deduct the — 
amount of maintenance costs of the property. ‘4 

But in the case of property that is not used exclusively as a home, that — 
might mean a property in which the pensioner lives but which he uses as a — 
boarding or rooming house, or property in which he does not live; then section 11 
(a) (11) would apply, and the pension authority, in this instance, shall consider — 
as income the net revenue that such property, in the opinion of the pension — 
authority, could reasonably be expected to yield. If such property is producing — 
revenue which the pension authority considers to be fair in relation to its value, — 
it may accept as the value of the income thereon the net revenue therefrom, — 
after deducting reasonable and necessary expenses of maintaining such property, — 
other than any payment of principal on any mortgage or agreement for sale — 
thereon. In other words, the pension authority is supposed to look at that 
property and to decide first of all whether it is, in fact, yielding an actual — 
revenue. If the pension authority considers the revenue which it is yielding J 
is a reasonable revenue and that there is no artificial arrangement made to — 
lease a valuable property on the basis, let us say, of $1.00 a year to a friend 4 
or relative, then the pension authority takes the actual revenue from that 
property less the expenses of maintaining that property and charges the net 
revenue as outside income. But if the property, in the opinion of the pension — 
authority, is being rented out on an artificially low level, then they may assess 
the revenue from that property at an amount which they think would be reason-— 
able to expect that property to yield. So there is a slight difference between — 
the ways in which property used as a home and property which is not used as 
a home are dealt with under the Canadian regulations. a 


a 
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oo But in “both cases the value of the Grdpane used is taken as part of 
em > Income?—A. Quite. 

_ Q. One is the valuation put on the rent by the pension authority, and the — 
- other case, the pension authority takes the net outside income.—A. That is 
right. 
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By Mr. Smith: 

@. You mention in your memorandum current income. What do you mean 
bt by that?—A. I am thinking, for example, of a person on superannuation who is 
B petting, let us say, $15 per month; or of a person who is receiving from $15 to $25 
as a janitor. That is what I have i in mind. 

~Q. Would a government bond be included?—-A. A government bond, being 
personal property, would be included in the annuity calculation. And since we 

% _ sare getting into this next section, “Annuity Calculations of Personal Property”— 
Ss By Mr. Knowles: 

—__-Q. I would like to ask a question about the general application of the annuity 
 rates—A. First of all, might I make a correction of the text. On page 17 the 
_ arithmetic is wrong. In example 2 on line 4 you will see the figure $164.52. That 
_. should read $174.52. In the next line you will see $435.48. That should read 
3 ae In the next line you will see $44.52. That should read $54.52. I have — 


~ Q. My question about annuities relates to the fact—and I am not going to 
Becis, the rightness or wrongness of it—but if I understand correctly, a pensioner 
~ who was on pension prior to April 1948 still has his personal property, his cash 
a assets, regarded as providing him an income equal to the amount of that money | 
Ry in: an annuity at that time. Whereas, on the other hand, a person who has gone 
on pension since April 1948 finds a lump sum of cash treated as providing him 
_ with the amount of income that that money would buy today at an annuity basis. 
& ‘In other words, the person who had $2,000 prior to April 1948 has that $2,000 
computed as being worth more to him than is the case at the present time. Am I 
‘a 2 right in thinking that that is the practice?—-A. You are right as far as you go, 
_ but there is a third factor which I would like to add, and that is: that in the case 
¥ of any reviews of annuities, due to an increase in the amount of property or a 
_ decrease in the amount of property that may be taken into account, as appears 
a % in the regulations, in all those cases the entire property amount is recalculated i in 
_ terms of the annuity values prevailing after April 1948. 
. Q. Thank you, Dr. Davidson, for adding that. I knew it but I am glad to 
:.. it in the record because it strengthens the point I want to make. It seems 
at people now going on pension have their cash sum of money computed at 
E the low rate while others on pension prior to 1948 whose cases periodically come 
ae under review also get advantage of the low rate and that same advantage could 
am be § given to all those who were on pension prior to 1948. I think it is quite unfair; 
it is another of these little discriminations. The fact of the matter is that — 
: _ anybody on pension prior to 1948, when the increase in pension rates was made 
3 in 1949, suffered the possibility of the decreased differential. Why should he 
Bo not get the advantage of the change that was made in the annuity rate. I want 
it understood when I talk of advantage in the change of annuity rates, I am not 
6. a speaking of the advantage to the purchaser of an annuity—it was a disadv antage 
_ to them—but we are on the other side of the matter here when we deal with old 
age pensions. I have stated the question; perhaps you have an answer.—A. As 
ecu say, Mr. Knowles, the reduction in the annuity rate which operates to the 
etsdvantage of persons who actually purchase annuities did by this odd cir- 
~ cumstance operate to the advantage of certain of the old age pensioners. I can 
pay say to you quite frankly the two considerations that we had in mind in 
t ying. to arrive at a decision of this admittedly debatable point, first of all was 
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the problem from the provincial point of view of recalculating all the annuities | 
at a given point in time. Now, that is a relatively secondary problem I admit 
but it is an administrative problem of some concern to the provincial authorities. 
The second point, which is, I think, the point of principle here, is based upon the 
annuity calculations as used. Now, the only reason for using the annuity 
calculation is that the pension authority makes an assumption at the time the 
pensioner comes on pension that if the pensioner has a certain sum of money he 
could take it at the moment to the Dominion government annuities branch and 
purchase a Dominion government annuity with it on the basis of the rates 
prevailing at that time, and the regulations provide in fact for the assumption 
that he will do so. Now, a pensioner who came on pension in 1947, it is assumed, 
took his money to the annuities branch and bought the annuity at the rate 
prevailing at that time. If he had done so, no subsequent change in the annuity 
rate would affect his particular annuity. However in the case of the persone 
coming on pension after the year 1948, had he taken his cash and bought a 
dominion government annuity at that time, as assumed by the Act and regula- 
tions, then he would, of course, have his annuity calculated at the less favourable — 
rate, and therefore, would be entitled to the better calculation under the present 
arrangement. That was our thinking at the time we made our decision. I would 
be the first to admit that there are arguments on both sides, but I wanted to 
put before the committee the reason behind our decision in the matter. ; 


% 


By Mr. Laing: 

(. Would Dr. Davidson be good enough to give us what he thinks the — 
reflection financially would be in the most exceptional case? It would be very — 
small, would it not?—A. Yes. My impression would be— : 

@. Would it be a dollar a month—say the most exceptional case? 
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By Mr. Knowles: 

@. It would depend on the amount of liquid assets that the pensioner had — 

and the amount, as Mr. Laing says, might not be very much, something of the © 
order of a dollar a month, as he says. I have not had many cases of that kind 
drawn to my attention but I have had some and you find that he has a real 
grievance.—A. Could I just bring to Mr. Knowles’ attention, and to the attention ~ 
of the committee, a case as it operates in reverse. This does not happen very — 
often. We had one case brought to our attention from one of the provinces — 
where, in fact, the person had bought an annuity prior to April 1948 and then 
came on pension in 1949. As I say, that does not happen very often. We were — 
then asked to decide whether we should take into account the actual income 
that the person was now getting from the annuity or the income as calculated by 
this formula, as provided for in the regulations. We said in that case we should — 
make the calculation as provided for in the regulations and give to the pensioner — 
the benefit of the lower annuity assessment, even though, in fact, the income — 
the pensioner was getting from the annuity was higher. a 
(. I am very interested to hear that because that sort of washes out. the — 
admission that you made earlier, namely, that you were to assume that people — 
bought those annuities. I want to say that with people I have had occasion to — 
deal with I always recommend as strongly as I can that they do purchase’ — 
annuities. I try to point out to these people that there is some security there — 
always, that there will be a certain amount of securiy as long as they live, but — 
I do not have much success. Not very many old people who have not purchased: — 
an annuity in their younger days seem willing to put the few dollars, or even~ 
the few thousand dollars cash they have into an annuity. The point I want 
~to make is that though you have seemed to discriminate against the odd person 
who has purchased an annuity prior to 1948 by giving the advantage of the new j 
rate to those who were on pension prior to 1948, who had not put their money 
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an Panes that number of persons is very few, and the people who are 
su! uffering discrimination are fairly large in number compared to the people who_ 
ve gone on since 1948. Now, that is why I am so much in favour of the 
rT oval of the means test altogether, but in the meantime it seems to me to be 
5. means of discrimination which is unfair. Here is a case where it is not a 
scrimination resulting from differences in provincial administration, it results 
Bein a decision made here at Ottawa with respect to calculating thé income 
if esulting from these different annuity rates. 


_ . The Wrrness: I was going to say that this whole field of income calculation 
hia a personal property is one where there is a uniform provision laid down in 
the federal regulations which does apply across the board. 

4 Mr. Ferrite: Mr. Chairman, may I ask Dr. Davidson this question. Maybe 

al should illustrate my point by way of an example. A husband died and his 

4 widow, surviving him, sold some farm machinery and realized a thousand dollars. 

— She put this thousand dollars in the bank. In calculating her pension, the pension 

authority deducted the amount of the annuity corresponding to that $1,000. 

% Later, she took that thousand dollars and repaired her house, and they are still 

_ making that deduction from her old age pension. Should that be or should it not? 

§ . The Witness: Could I draw your attention, Mr. Ferrie, to regulation 12 (1) 

_ which, first of all, lays down the principle that 


a ; where the pensioner could purchase an annuity with the proceeds of 
_____ personal property but fails to do so, the amount of annuity calculated as 
_--_—_ provided in paragraph (6) of section eleven of these regulations shall be 


considered as annual income during the life of the pensioner. 


-I am going back to Mr. Knowles’ question for the moment. This is the 
P basis on which we have held to that ruling in so far as the pre-1948 annuity 
Tealculations are concerned; but then sub-section (2) and following of this 
, ee culation provides the circumstances under which certain deductions can be 
made from the original calculation of personal property for annuity purposes. 
Suppose, for example, a pensioner has $2,000 when he starts off. We assess the 
_ annuity value of that and then he comes along and at a certain point we find that 
@ he has reduced that $2,000. 


by payment of medical, nursing or hospital accounts for the pensioner 
or his spouse or funeral expenses of the spouse. 


Under those circumstances the pension authority can deduct those expenses 

_ from the $2,000 that the pensioner was assessed at the beginning, and then recal- 
- culate his annuity on the basis of, let us say, $1,800, or $1,600. 

oe Mr. Knowuzs: And on the basis of the new annuity rates? 


_ The Witness: ‘On the basis of the new annuity rates, that is right. Like- 
_ wise, if a pensioner goes off pension for a period of time completely and then 
_ comes back on again, instead of being still charged with the $2,000 that he had 
~ before when he was on pension, he is allowed to reduce the value of his personal 
Ge property by the amount of the living expenses during the period when he was off 
Et pension to the extent of the maximum allowable income that is allowed by the 
Act, namely, $600 for a single person and $1,080 for a married couple. 


Ss By Mr. Ferre: 

ne Q. Supposing he spent all that.—A. He is only allowed, under the regulations, 
7 reduce his personal property at the rate provided for in the Act and regulations, 

‘nam Beet $600 a year for a single person and $1,080 for a married couple. 

- Coming to your question, Mr. Ferrie, sub-section 4 of section 12 of the 

sulations provides that where a pensioner sella his home and takes the cash and 

oy Rechases a new home with that cash, instead of our calculating the annuity value 
of the cash, which he may have put in the bank at any one point, we simply allow 
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that to be transferred from one property to another property eiChO ues any J 
alteration in the way in which it is calculated. In other words, it continues to 
be calculated on the basis of it being in the property used as the home rather than — 
on the basis of it being cash in the bank. 

As I understand it, the case you are referring to had a home originally? 

Q. Had a farm, yes—A.That home would be valued on the basis which 
is set forth in the regulations. The husband dies and his widow realizes $1,000 
from the sale of the farm and invests that in improving the home that she is ' 
living in? Is that correct? | 

Q. Yes, that is right—-A. That $1,000 would not be charged on the value — 
of the annuity; that $1,000 would be added to the value of the property and — 
would be included at the fair rental value rate, because that is money that is 
put back into the property. 

Q. Of course, there was a time lapse between the time that she sold the — 
farm and the time she applied for pension. She was not on pension when this 
machinery was sold but she came on pension later and during the time her : 
application was pending she sold this place and put the money in the bank. She 
had a small shack of her own in which she pretty nearly froze to death one — 
winter and I persuaded her to take some of this money and fix up this house. 
They still take from her pension the amount that was paid for repairs of this — 
place. I claim that is wrong but they claim it is right.—A. I outlined the general — 
principle of the regulations, and as I understand it, and I think I am right on | 
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that. If it is an individual case that you have in* mind, Mr. Ferrie, and you 
would care to.send it to me or Mr. MacFarlane, we will be glad to take it up © 
with the provincial authority. 

Mr. Brown: What province was that in? 

Mr. Frrriz: Saskatchewan. They do anything there. 


By Dr. Blair: 

Q. In Saskatchewan they register a lien against real. estate, but it seems — 

to be a different thing if instead of having a house ‘a pensioner has $2,000 in cash. — 
You permit them to use part of that cash, which they have on hand, but how 
about the case where the province has a lien against a real property and the. 
value of that is not in money?—A. Some of the provinces file a lien against real y 
property, but I know of no province that files a lien against liquid assets or 
personal property. P, 
Q. But is there not some discrimination there? Would it be better to ane % 

it in the property or have it in cash?—A. Well, there certainly is a difference in 
some provinces. Of course, they do not file a lien on the real property in ever f 
province so in that case you cannot say there is discrimination. | 
Mr. Crotu: I would say it would be quite impossible to do what Doctor | 
Blair does not suggest but merely indicates could be done. You know nothing at | 
all of hhis personal assets, they may be in a safety deposit box in a bank or any 
place, and that is the reason, is it not, that it is not done—filing a lien against — 
personal property? J 
The Wirness: And there is another reason that is implicit in the regul-_ 
ations itself: in taking the annuity value of the personal property, you are 
assuming that the pensioner is eating that capital up as he goes along, whereas — 
in the real property you are not doing that. 4 
Mr, Fiemina: My point is the same as Mr. Ferrie’s, and I am interested in~ 
following this thing through to a later stage. In the case where a pensioner 
purchases a property, the problem does not arise, but I would like to test this 
regulation in a case where a pensioner does not purchase a property, and let 
us say, as a result of no misbehaviour on the part of the pensioner, the thousand 
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d 0. ollars Ghat he hae Hecoe in a sock in the ee | Will any allowance be taken 
for that fact, or will the pension authorities insist on deducting from his pension 
the annuity value of that money? 


% ‘The Witness: The only provisions, Mr. Fleming, for diminution of the_ 
¥ amount originally set up are those stated in regulation 12; and I might point 
43 out that these exceptions, limited as they are, were introduced for the first time 
_ into the regulations, at the meeting of 1946. 
} By Mr. Fleming: 
' __Q. So that in that case the capital is gone and the pensioner has not been 
: at fault; perhaps he is not too well versed in legal matters, and he submits 
to the deduction from his pension for the lower amount.—A. That is right. 
: Q. Let us take another case. The rates are based upon the ordinary life 
En _ expectancy. Now, there are many departures from the average. Let us say 
that the annuitant lives long after the average expectation of life. In that 
~ situation theoretically the capital is all used. up, the annuitant has actually 
_ used all the cash and it is gone, but is he entitled to supplement the reduced — 
zt pension, is any allowance made in that situation?-A. The answer to that is 
that either you have to use the annuity assumption or not. Now, it may be 
correct to suggest—I do not know whether you were suggesting it or not—that | 
we should not have these calculations based on annuity rates at all; and if that 
_ is the case then we should deal on the basis of actual circumstances as we go 
~ along from day to day. But as long as we have personal property calculated on 
' the basis of the annuity value of the personal property if converted into a 
~ Dominion Government Annuity, then obviously it is necessary for us to adhere 
a + _ to that consistently. 
- Q. Of coure, that is the way it is done if the rule is laid down. I am 
questioning whether that is the rational method of approach. The whole 
» 4 ‘situation here is based on calculating the amount on the annuity basis which 
takes the average life expectancy for the individual. That may be an advan- 
tage in some cases where the individual does not reach the average life 
expectancy, but what happens in the case of people who may outlive the average 
# “expectation of life by eight or ten or twelve years? They have to go on on a 
reduced pension which does not bear any relation whatever to their possession 
of property —A. Might I give you another example which works in reverse, just 
_ to balance the picture. Suppose we have a pensioner who lives on his own 
_ resources until he is eighty or eighty-five and then he comes on pension. The 
_Tegulations provide that account shall be taken of the fact that a man who © 
_ Stayed off pension as long as that should, instead of having his personal property 
calculated at the annuity rate for age eighty - five, be given the benefit of the 
3 f annuity rate that would be charged on the basis ‘of age seventy.. We say to 
_ him: you have shown responsibility, you have tried to stay off pension as long 
Rs as you could and we therefore will not penalize you by assessing your personal 
q rs Property at the eighty-five age rate, we will give you the benefit ‘of the seventy- 
year rate, which is more favourable in terms of the pension that may be payable. 

‘ i. = There again you might say that the annuity valuation basis of calculating income 
a isa completely artificial one, that it works out differently in different cases; but 
if you are not going to use that particular yardstick then, following your first 
: “analogy, you would say now what is the life expectancy of this man at age 
eighty-five and you would try to work out an income calculation on the basis 
at at would be fair to a pensioner coming on pension at that advanced age. I am | 
4 simply pointing out that there are various inconsistencies and variations which 
B ine evitably arise from the taking of a yardstick such as the Canadian annuity 
‘e te able and applying it across the boards on the ‘basis of the SED that the 
p pensioner actually did buy this annuity. 
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Q. You are suggesting in both these things that they balance out because the 
pensioner in the one case who survives is drawing pension before he has reached ~ 
the average life expectancy, and therefore, following that, regardless of the — 
number of years he may live beyond the average life expectancy he continues — 
to draw a reduced pension, and in the other case you say it works the other — 
way; that the man who comes on pension after age eighty-five gets the benefit — 
particular case. My observation is respect to that would be this, that we are not — 
of a large pension because the annuity rate is based on age seventy in his 
particular case. My observation in respect to that would be this, that we are not q 
creating justice in these cases by balancing them out; we are simply from the — 
administrative point of view easing the simplicity of administration, it merely ‘q 
makes administration easier. We are not creating justice in either case at all — 
by taking this arbitrary assumption that a man buys an annuity—A. I certainly . 
did not want to convey the impression that they balance each other out in . 
‘individual cases. Re 
Q. No, no, I was not suggesting that. I wondered if we were not putting too 
much stress upon the advisability of simplicity in administrations I can quite — 
see, Dr. Davidson, that you would have a great deal of administrative work | 
thrown on your shoulders by having all pensions at a flat rate right across the 
dominion, and that you have to have the closest regard to merits of individual 
cases; but I suggest we are going too far—I do not know whether you would care 
to express an opinion on it or not—in the principle of putting administrative — 
_ ease before justice to the individual. . | . a 
The CHAiRMAN: I would be very much interested, Mr. Fleming, in having | 
from you your point of view. 


Mr. Fiemine: I would be glad to discourse on that, but in doing so I would. 

be breaking the rule which you yourself laid down. 
The CuarrmMan: I am not asking you to do that; I am asking you how you ~ 
could do it otherwise. | a 
_ Mr. Fremine: I would be glad to give the committee the benefit of my — 
views on that point, Mr. Chairman, but that is an expression of opinion, a thing © 
which you asked us to refrain from doing. é 
Mr. Croui: One answer to that would be the elimination of the means test. 
The CHairmMan: That is one way, but in a means test program you could | 
not work it out. 


Mr. Crouu: That is right, but is there any program under which it could — 
be worked out? Would it work out under your program? a 
The CHarrMANn: No, it is not my program. I have told the committee many — 
times that I have an open mind. But I would like to know how he could do it 
with a means test. 4 


_ Mr. Fiemine: I would be glad to give you my views on that, sir; but I just — 
point out that you ruled against any expression of opinion from members of 
the committee. | 


The CuarrMANn: Even if it is your opinion I would like you to show -us where 
it would improve justice. ll 
_ Mr. Larne: I think that is pertinent to the subject. Could we have some 
indication from Dr. Davidson as to any way in which a more equitable or 
uniform scheme could be worked out? . MN 
The CuarrMan: Even if it is your opinion I would like you to show us ; 

where it would improve justice. 
_ Mr. Larne: I think that is pertinent to the subject. Could we have some 


indication from Dr. Davidson as to any way in which a more, equitable or 
uniform scheme could be worked out? " 


j ~ 
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ane Ropertson: Let him submit a written brief. 


- The CuHatrMAN: No, not a brief. If he has any views on it I would like to 
have them. 

¥ Mr. Fueminea: I could give them to you, Mr. Chairman, if you were to 
withdraw your ruling against the expression of opinions by members, 1f you want 
to depart from that. | 

i The CHairMAN: We are not departing from anything; I am not asking for 
your opinion, I am just asking for any ideas you may have. 

% Mr. Know.es: You asked him how he could do it retaining the means test; 
_we don’t want that. 


___. Mr. Crouu: I any event, he has pointed out that there appear to be serious 
inconsistencies; suppose we leave it at that. 


9 Mr. Fiemine: I would like to get Dr. Davidson’ Ss opinion on the record on 
the question of administrative simplicity. 


‘4 The Witness: You will remember, Mr. Fleming, that on the first day I did 
_ point out that you did not always’ achieve equity across the board by applying 
any uniform flat formula. Here is one example that we have of no discrimination 
in respect to the method of calculating these values, and it is one answer to the 
_ rather despairing question which was asked the other day by Mr. Croll in which 
he wanted examples of where there was uniformity across the board. This is 
one example where we do have uniformity of regulation, at least as to the formula 
laid down in the regulations, although the application of the formula is that it 
Mjorks out differently in different cases. 


__-Mr. Croui: Then we could not say that it is uniform. 
The Wirness: It is a uniform rule of thumb. 
Mr, Crouu: Yes, but it works out differently. 
> The Wirness: But I can say, Mr. Croll— 
_ Mr. Cron: Let him finish the statement. 
The CHarrMAN: If you would answer my question I would be very glad. 


| The Wrrness: All I can say is that one of the inferences at least that I would 

draw from Mr. Fleming’s remark is that in order to get a closer approach to 
- equitable treatment instead of having a federal rule of thumb provided in the form 
4 of a regulation that applies across the board we allow a slight degree of discretign 
to each provincial authority to work out a system in its own province. But even 
there, while that breaks down the situation to ten provinces, the result is, as I 
; 4 hink sou have seen from the several examples shown, that the provinces in turn, 
from administrative necessity to a large extent have to devise some uniform rule 
ct some procedure for working out these rather complicated personal property 
_ ¢alculations; and while they may devise one in one province or another in another 
_ province and each is uniform within that province, it does still retain within the 
orovince a measure of uniformity in application, although from the federal 
_ st ndpoint there may be a certain amount of difference or diversity. 


~ The CuarrMan: Now, Mr. Fleming, do you want to give us your ideas? 

. Mr. Fiemtna: I shall be glad to do so, Mr. Chairman, putting them in short 
aR First, of course, would be the alitnination of the means test—I see the 
hairman shaking his head, he doesn’t want that. 

' The CuHarrRMAN: Oh no, I wasn’t shaking my head, I was just nodding to my 


: aed over here. 
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Mr. Fieminc: Suggestion No. 2 would be the amendment of the regulation 
or subsection 2 to broaden the scope of that subsection which is now limited to 
read, “the payment of medical, nursing and hospital care”. Take a case where 
income has been reduced by reason of a reduction of the capital of the pensioner 
arising through other causes, and wastage of his assets, by reason of something 
which was not of his own doing. ther 

Mr. MacInnis: Mr. Chairman, might I ask Mr. Fleming— 

The CuHairMAN: Would you mind letting him finish his statement, please? 


Mr. Fieminc: I had in mind, for instance, a man living in a remote area, 
where he would not be accustomed to keeping his money in a bank, and let us 
assume that a fire comes along and destroys his cabin, that his house burns—or_ 
that the thief comes in the night and steals it from him—cases of that kind where 
a loss arises through no fault of the pensioner. Or, take another case, and there 
are cases—I can show you this, Mr. Chairman: a man goes without a pension 
for a time and he has still a small amount of personal property at the time he 
goes on pension, but because of the inadequacy of the pension he is not able to 
live on the pension plus that portion of his capital which will be treated as an 
annuity payment to him, and then before he has reached the end of his expectation 
of life he finds himself without any capital, and a number of years later he will 
find that his capital is out of existence and he is still facing this reduction in his 
pension. 7 

The Witness: May I just say, Mr. Fleming, as I mentioned before, that in 
1946 when we amended this regulation 12/1 we put this provision in for the first. 
time. I do not suggest that this was either final or conclusive. I think that I 
could say that as far as the department 1s concerned it would be willing to consider 
with the provinces at the next interprovincial board meeting the desirability of 
adding items to this list if in the opinion of the provinces and the federal authority 
there seems to be the need that these provisions should be extended. When thi 
regulation was set up it was set up on an experimental basis, and I quite recognize 
for my part that if the provinces and the federal authorities find that it is not 
working out satisfactorily, and that there are legitimate cases in addition to the 
ones we have here where an extension could be made, that this could be considered 
at any dominion-provincial board meeting. , 

Mr. Futemine: And in the meantime I say frankly to you that you would have 
to include, of course, in pertinent terms, in section 12, subsection 2, any case 
where the pensioner survives the average life expectancy age. “a 

Mr. MactInnis: I think from what Mr. Fleming has said that consideration 
would also have to be given to subsection 3; but where is the necessity of amend- 
ing subsection 2 of section 12 for the purpose which he indicates. Why is this 
nécessary when he has already suggested that the objective which be seeks can 
be accomplished by abolishing the means test? a 

The CHairMANn: Of course, I think it 1s obvious. 

Mr. Fremine: It was the chairman who asked for the alternative. 
Mr. MacInnis: I think the alternative followed. . 
Mr. Firemine: The chairman put it this way: if there were no means test— 


5 e 
Mr. Know.es: There would be no committee if we got rid. of the means 


test. 


Mr. MacInnis: We must keep in mind the fact that as long as we have 
the means test there will be bound to be small injustices or discriminations 
whatever you wish to call them. The person who has put his legal assets in : 
sock, as Mr. Fleming suggested, or has them in a bank, is going to consume 
those liquid assets because the pension is inadequate for living expenses. Then 
you are obviously discriminating against the person who has an annuity because 
the person who has an annuity cannot consume the annuity in that way. 
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Be et Reve a case panmaihat similar to then one iahivh Mr. Ferrie mentioned, of 
al man who wrote to me a few days ago. He had $1,400 cash in the bank. There 
wa is a deduction, I forget how much—$2.40 or something like that—made from 
the e pension, and he finds that he cannot live on the pension. He has been 
nibbling at his $1,400 so that it is much less than when he made application for 
and had the pension granted. However, the sum is still considered as being 
- $1,400. I think that as long as the means test remains there is no possibility of 
“avoiding discrimination of that kind. 


| Ze 


_ The Cuatrman: Mr. Ferrie you are next. 

__ -Mr. Brown: Well, I would like to say this, on a point of order: We were 
“2 oing to get on this morning with Australia. We have set down definitely this 
matter of principle and we know what it is all about. Everyone could raise a 
half a dozen individual cases but, are we going to gain very much by doing it? 
4 hy not proceed with the brief? It is all very interesting, I agree. 

_ The Cuatrman: Mr. Brown, I believe this particular matter of personal 
property is one which is very important in any means test program. We do not 
know yet where we are going and what we are going to recommend. Suppose 
that we recommend the keeping of the means test— 
Mr, Knowtzs: No, no; perish the thought. 

iy - The Cuatrman: It is very interesting to know what the implications are. 
ie One of the most important points of a means test is personal property and per- 
: st ons receiving payments. I do not think we are losing time; I think it is very 
a in portant that we go deeply into the matter. 

Mr. Firemine: More important than Australia. 

> The Cuatrman: I think it is. 

‘Mr. Croti: We ought to understand our own program before we go into 
other programs. 

a The Cuairman: Mr. Brown, I agree that— 

He Mr. Brown: We will have to adjust our program in this committee, then, 
bs to suit the needs of programs of other countries. However, I am satisfied. 


Be The CuatrmMan: You understand my point? 
Mr. Brown: Yes. : 


The Cuarrman: I believe it is important to know exactly what our program 
is and how it can be improved. 

' Mr. Suaw: On a point of order. In my opinion there is nothing more 
important than what we are doing now, and I am more convinced of it after 


ets 


6 Te the brief for Australia. 
_ Mr. Crouu: So am I. 
_ Mr. Ferrie: I would like to bring to the attention of this committee Just a 
int or two regarding what happened during the last winter. During the last 
oy winter we had terrible weather in western Canada. There were deductions from 
old age pensions through this annuity scheme, and municipalities had to go out 
and buy wood and coal for old age pensioners. It was necessary. It was absolu- 
impossible for most of them to exist on the pension that was paid. The high 
of living was causing that, and the deductions should not have been taken 
ff at all. Those people had just spent this money because they had to live. 
When some of those people went into those villages or houses to jive, they 
ould buy cordwood at $2.50 but today they pay from $9 up to $14. if some of 
hose houses they burn quite a lot of fuel. The houses are very, very poor. 


4 ins Dilation or anything Be that see and they * are old and very cold. It was a 
: Bribie winter and these people had to eat into their assets; they had to live. 
——-60153—23 
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The CuHairMAN: Yes, Mr. Ferrie, but; what you say auld De an argument t 
in favour of increasing the pension. | Logically, what you are saying would k 
an argument in favour of increasing the pension rate, more than an argument 
for the enlargement of these provisions. a 
Mr. Ferrie: No, no, no. That may be true, but then you are taking some 
money from that pension. You are taking the price of the annuity, $1,000 or 
$1,600, whatever it may be, away from the pension. . 
Mr. Suaw: Did Dr. Davidson care to comment on that before I nkoen eae 
The Wirness: I do not think I have anything to add to what Mr. Ferrie 
has said. | 
Mr. SHaw: Then I have something mean I believe is extremely pertinent : 
to this discussion. Let us take the situation as between two provinces, province 
A, and province B. In province A you have a pension recipient who has $1,000 
in the bank. They compute the annuity value of that $1,000 and it may have 
the effect of reducing his pension. Now, in that province there are no medical, é. 
dental, optical, or hospital services being provided. The pensioner says to 
himself, fearing hospitalization, that he must hold that $1,000 as a guarantee 
against additional costs that may result through illness. 
In province B you have a pensioner with $1,000 in the bank who says that 
the province provides medical, dental, optical, and hospital services for himself 
and his dependents, and they ‘perhaps also pay a bonus of $10. The pensioner 
says that he need not fear illness and therefore he need not worry about keeping 
the $1,000 and that he can enjoy a slightly higher standard of living while the 
$1,000 lasts. He might say that out of his bonus he would set aside enough 
money over a period to bury himself. The man in the other province where 
those services are not being provided is further penalized as a consequence 
of having to hold the $1,000 because they are computing the annuity value of 
it. Now, there is the situation as between two provinces. As a consequence of 
this tax, ‘as it were, upon the personal property, the man referred to in province 
A gets a kick in the pants a second time. 
The CuarrMaAn: You will agree that if he is penalized it is done ae : 
provincial authority? 


Mr. Suaw: I do not care who it is done by, but the principle which. 
employed creates injustices in so far as a great many people are concerned | in 
certain provinces in Canada. 

The CuarrMan: I would not like to go too far in that field, because, if Mr. 
Duplessis were here, he would say you were too much in favor of centralization 

Mr. SHaw: I do not care what Mr. Duplessis says. 

The CHAIRMAN: But he would say that. 


Mr. Suaw: But this is a very real matter which we are faced with today 
as far as these particular aspects of our means test are concerned. or 
The CuairMANn: This is not a personal opinion, but do you not think that w 
have to be careful as far as federal- -provincial relations are concerned, an¢ 
that we must take into account the fact that in certain provinces there is 2 


strong feeling that any social system should remain as pertaining to the 
province? 


Mr. Suaw: I do not see how you could take from what I said that I think 
otherwise. The modification of the federal regulations under the scheme admin 
istered by the provinces does not, in any case, mean that the senior vovernmen 
is going to interfere with the administrative ‘affairs of the province any a 3 
than it is doing today. 


Mr. Know es: Mr. Shaw simply illustrates what Dr. Davidson ales d 


pointed out: that any federal policy applied to provinces in which there a 
variations, results in variations in those provinces. 


B 


OLD AGE SECURITY 117 


_ Mr. Laine: We have here a system which is carried out financially largely 
by the federal government, but the payments of which are very heavily qualified 
by the provincial regulations. So I think it is important that we should realize 
that. I have endeavoured to study this matter, and I think in the most stern 
application of the regulations in the various provinces the return to the pensioner 
should be qualified by at least 25 per cent in the sternest application, one 
province against another. I think it is important for us to realize that we have 
here something which is substantially carried by the federal government to 
~the extent of 75 per cent, but which is affected heavily by the applications of 
the provisions in the provinces. 

Mr. Knowuss: I would like to say just another word about the point which I 
raised at the start with respect to the use of annuity tables. Dr. Davidson has 
reminded us that under the federal regulations we give to pensioners with cash 
assets the advantage of the annuity rate in the sense that we give it to them 
at the age of 70 in all cases. I believe that came into effect with the regula- 
tions of 1946. We give to pensioners that advantage. We give to all people 
who have been on pension since April, 1948 the advantage of the lower rate and 
we are giving to people who were on pension prior to April 1948 whose cases 
have come up for review the advantage of the lower rate in effect since April 
1948. 

Dr. Davidson even stated the case of the pensioner who was on a basis prior 

to April 1948 who actually bought an annuity. When his case came up for 
Teview he was given the advantage of the lower rate since 1948. It does seem 
to me that the federal government should go much further and give to all the 
people who were on pension prior to April 1948 the advantage of these lower 
rates. 

There is one other point I would like to discuss and it is along the lines of 
the money which was in the sock which was stolen, referred to by Mr. Fleming. 

Mr. MacFarlane may recall the case because I think he had to deal with it. It 
‘was a case of a woman in Manitoba who, I believe, was on pension. One of her 
‘sons died in Detroit and left a fairly good sized amount of insurance in favour 
of his mother. The mother was not able to make the trip down to Detroit which 
was felt necessary to look after the funeral and so on, so she sent another son, 
a brother of the deceased. I admit she made a mistake in giving him a power 
of attorney. He got down there and, if I may say so, I think he was fleeced by 
the Detroit undertakers. The costs of the funeral were really outlandish; and it 
| — be that ans brother spent more money by way of expenses than he should 
ave. 


An hon. Mremper: Perhaps they held a wake. 


By Mr. Knowles: 
__ Q. Ido not know about that. But at any rate, the result was that the amount 
of cash that actually got into the possession of this woman was considerably 
reduced from the amount of the insurance policy. 

Now, when the matter was computed, the pension authority in Manitoba 
| felt that it could allow only a stated amount for that funeral, let us say $250.00 
or $300.00, something to that effect. But it was $1,000 less than the funeral 
) actually had cost. I know that Mr. McNeill in Manitoba did feel there was some 
| justification for the belief that some adjustment should be made, and I believe 
| he submitted the matter to Mr. MacFarlane, and that Mr. MacFarlane raised 
| the amount to $350 or $400. But the woman, in the final analysis, was still 
considered as having an annuity income from a sum of money equal to $1,000 
| which she never saw. This is not a hypothetical case such as the sock of money 
| which was stolen. It is a real case where a woman was fleeced. Maybe it 1s 
only one case. But in cases like that, is there any way in which consideration 
Bid be given?—A. That brings up the same point that Mr. Fleming raised, and 
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which I made in reply to Mr. Fleming: that regulation 12 was put in experi- 
mentally for the first time in 1946. I would be the last to suggest that it is in| 
perfect form or in final form; and I think that these kinds of situations which the’ 
members are bringing forward will be of value to us when we next meet with the 
provinces in a discussion of what changes should be made in regulation 12 to 
allow, perhaps, more leeway than is allowed at the present time, under that 
regulation for certain types of deductions to be made from the original valuations 
of personal property. J 

I think the very type of circumstances outlined in these rather unusual cases 
as cited by Mr. Knowles and by Mr. Fleming shows the complexity of the prob-- 
lem, and shows that if you want to cover every type of remote contingency that. 
might conceivably arise you must say to the provincial authorities: use your dis-— 
cretion completely; do anything, in fact, which you think is reasonable in terms — 
of allowing deductions from the original calculation, in terms of the case as you. 
see it from time to time and which would seem to meet the needs of the present 
problem. : 

Before deciding that this is the answer, you must take into account the prob- 
lem as Mr. Laing has stated it. How far should the federal authority go in. 
providing the bulk of the expenditure and yet leaving an ever larger element of 
decision in the determination of the amount of expenditure to another authority 
which bears only a minor share of the cost? Secondly—and perhaps more 
significantly in social terms—the more you leave the cases to be decided individu- 
ally, the more you involve the pension authority in an area of personal judgment, 
of subjective judgment, I might say. In these circumstances the provincial 
authority, because it has the discretion and the right to decide in certain circum-: 
stances what is justice and what is not Justice, becomes more and more subject 
to the charge from the outside that it is making subjective judgments, and that 
it is seeking to pry into the personal affairs of individuals to find out what the 
truth of these claims may be and so on. And as I think everyone will recognize, one 
of the reasons for trying to improve rule-of-thumb procedures is to minimize 
the area in which the pension authority has to make subjective judgments which 
may be onerous in individual circumstances. So you are in a difficult situation. 

Q. Well, there is only one answer.—A. And the problem that the provinces 
and the federal authority will have to deal with when they come to a review of 
section 12 of the regulations is the question: in what way is it desirable, from 
our mutual points of view, that we should further modify these regulations in 
stated types of cases so that we will be able to meet substantial justice in most 
cases. But I believe Mr. Knowles would agree that it would be extremely difficult 
to write into a regulation of this kind all the individual circumstances that we 
have been discussing this morning. ‘i 

Q. Yes, and Mr. Knowles goes further than that, too. ‘a 

Mr. Macnaucuton: I suppose that you could argue in the first instance 
that the mother made a mistake in trusting her son; and secondly, that tk 
son or the relative tried to transfer the burden of that mistake back on to the tax: 
payers. So it is, as Dr. Davidson has said, a question of justice, and of how 
far we can provide against mistakes of judgment on the part of every individual 
in the state? There must be some limit. ae 


U 


By the Chairman: . a 

Q. What would be the effect of the following suggestion on the general cos' 

of a means test system? I suppose you would call this a hypothetical question 
But what would be the effect if you just exempted the first $2,000 of persona 
property? I do not know myself, but have you got any data on it, or could you 
obtain any data on it for us?—A. It would be practically impossible to give am 
sensible estimate of that. I would point out that we have a provision now whiel 
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“exempts the first “$250 in the case of a single person, and $500 in the case of a 
married person. But I have not got the faintest idea what effect that has on 
costs, and I come back to chart FE, and to the fact that as a result of all types 
_ of means test calculation, calculations of real property, calculations of board and 
_ lodging, and everything all combined, the diminution of the maximum pension 
_ paid at the present time amounts to less than $3. And when Newfoundland 
R comes into the picture with $40 as from April 1, I think you will find that the 
figures of average pension paid will go up from $37. 19, somewhere near to $38. 
So that as a result of all our means testing procedures at the present time, and 
all the calculations of outside income, to the fact is that the total decrease of 
pension is relatively small, somewhere between $2 and $3 across the board. 


: By Mr. Knowles: 
hm Q. Does that not mean that the means test is not so much a factor in the 
ie diminution of the pension, as in deferring others from applying?—A. In that 
_ connection, I would like to say something which is probably not required by your 
me question but which I think is worth the consideration of the committee. One of 
_ the things which has always puzzled me is the fact that such a small percentage 
‘. of our total pension load consists of partial pensioners. I am not satisfied, in my 
own mind, that the percentage of partial pensioners on the pension rolls 
‘ _ represents ‘the total number of people in Canada who would be eligible for 
- pension on a partial basis ‘at least; the ratio of full to partial pensioners does not 
# seem to bear any relationship to what one would expect to the normal curve of 
distribution. 
eZ Q. It is the psychological deusnrani effect rather than the actual dollars 
é and cents.—A. I think there are other reasons than that. 


=. By Mr. Croll: 

f - Q. You think there are “other reasons than that’. Please, Doctor, I am 
_ very interested. Will you give us some help? We want help here. That is all we are 
asking —A. My opinion may be misunderstood, but if the committee will accept 
a that possibility— 

A Mr. Brown: Take it off the record. 

st Mr. Crouu: Let us have it any way at all. 


. The CuHatrRMAN: I believe that Dr. Davidson is the best witness I have 
ever heard in a committee. 

7 Mr. Crouu: I have a question and I have asked the doctor to answer it. 
1g As far as I am concerned, he can answer it on or off the record, but I want 


> the benefit of his. knowledge on the point. 
wit ab 
~~ +Mr. MaciInnis: Before the doctor answers that question I would suggest 


that he decide to answer just as he pleases; that is to say, he either refuses 
to answer or answers because in dealing with the matter he is dealing with 
e ‘policy and we should not ask a civil servant to do that. 


+ ~ Mr. Crotu: I am not asking about policy. 
e The Wirness: The answer which I would give is a matter of opinion and 
~ while I would be glad to tell the individual members privately what I have 
in my mind, I agree with Mr. MacInnis that as an official statement it is 


__ better that I should not give it to the committee. 
Mr. Brown: Could we not have it off the record? 
The CHAIRMAN: No, we could not ask the doctor to do that. 


| Mr. Larne: Mr. Chairman, I think we are about winding up. I think there — 
1s one matter I would like to have discussed regarding the question of domicile. 
There are only a small number of cases concerned in this question of domicile. 
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I think there were a very small number of refusals on that account, one 
hundred and five for not sufficient residence, thirteen of them in the province 
of British Columbia. I have had one or two cases, very small, but I think 
there is a different basis of decision on the question of domicile: I have in 
mind a person who was born in Canada. Her husband was with a British 
financial house and he had to reside in various parts of the country. He 
went to New Zealand, his wife accompanying him. She was born in Ontario, 
and she came back almost capable of qualification, but not quite. I think 
there is point there that is of interest. I think probably the regulations could 
be modified in part without a great addition in cost. I would like some 
comment from Dr. Davidson on it. 

The Witness: Are we finished with personal property, Mr. Chairman? 

The Cuatirman: I had some more questions on that subject but in the 
meantime you can answer Mr. Laing’s question. We will come back to personal 
property later. ; } 

The Witness: My answer briefly is that the residence provisions in the 
Act, first of all, were modified in the revision made in 1947 to take into 
account the fact that you might have a person who has lived most of his 
or her life in Canada but during the last twenty years had been absent for 
a substantial portion of the time. Therefore we provided in 1947 a compensating 
factor for the first. time in the law itself, which works in such a way that if 
a person has been say only fifteen years in Canada during the last twenty 
years, but can show that he can make up on a two for one basis in earlier 
periods of residence the gap of five years in the later twenty years, that person 
can now be admitted to pension. Previously, that was not possible at all. So that 
is one point so far as the Act itself is concerned. | 


By Mr. Laing: . . 

Q. Are fifteen of the last twenty years required?—A. No, it could be 

ten or five or any length of time. A person in an extreme case could have 
lived outside Canada during the last twenty years but if he had lived from 
the time of his birth up to the age of forty years in Canada he could make 
up on a two to one basis for the twenty year period required. You come then 
to regulation 9 (1) which tries to provide first of all some allowance for 
minor absences within the twenty year period. The Act says that twenty 
years residence continuously prior to the date of application is a prerequisite 
of pension. However, the regulations go on to qualify this and to provide 
that an applicant in that twenty year period can have a total of 1,200 
days of absence and still be regarded as having twenty years residence. 
After this, regulation 9 (2) goes on to provide for persons temporarily absent 
from Canada in the pursuit of their occupations and for persons who went with 
their husbands while their husbands were engaged temporarily in other 
occupations outside Canada. Now, that is as far as we find it is possible to 
go in working out a regulation that will meet these cases. I am not saying we have 
gone as far as we could have gone; we have to consider new types of cases from 
time to time as we have them boast to our attention in the course of ve 
year and discuss them at the next, interprovincial board meeting. If the provinces 
have some types of cases where there is injustice we can consider some chan 
in the regulations to allow for them. For instance, you will note that we have 
recently made the addition that Canadians might go to international agencies 
and carry on their work there without jeopardizing their position under the 
Old Age Pensions Act so far as residence is concerned. We included in 1948 
for the first time the provision which you see in the section 9 (2) (f) recaniall 
‘nissionary work with any religious group or organization. eg 
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Changes are being made there from time to time and while you could make 
an endless list of the exceptions without covering the last case which might 
arise we do try to make provision in that regulation for the type of cases that 
are most likely to come up. 

: Mr. Larne: Thank you very much. 


| The CHarrMAn: Now, gentlemen, should we go back to the feature of 
_ personal property or is it exhausted? 


By Dr. Blair: 
Q. Before you leave personal property. Going back to this question of 
- means testing, you suggest that. where a man has $2,000 you would allow him to 
use a certain amount of that for the payment of medical nursing or hospital 
accounts, funeral expenses of the spouse, but in the case of a man who owns a 
property with a lien against it, would you withdraw the len and let him 
mortgage the property for the same purpose. Otherwise, how could he be enabled 
to pay the expenses outlined?—A. The questions of hens, Dr. Blair, is entirely 
_ a provincial matter. There is nothing in the federal Act or regulations that 
- requires any provincial pension authority to register a lien against the property. 
Q. What would the province do in that case? 
Mr. Croutu: They do just what you suggest, doctor. We must not put too 
much emphasis on that lien. I can only speak for the province of Ontario, the 
administration of which I know best. I do not suppose they collect on one per 
cent of the liens nor do they attempt to collect. That is their attitude. 
. Mr. Brown: It is merely a safeguard? 
Mr. Crouu: That is all. 


4 Mr. Suaw: Mr. Chairman, does the doctor know of any regulation that 
: - obliges a province in its application form to ask for information concerning the 
income of each member of the family? That appears in certain of the application 
forms. 
ate The Witness: Mr. Shaw, may I direct your attention to page twelve of this 
- consolidation of the Act and regulations. Regulation 4 sub-section (2) gives the 
only items which, under federal regulations, have to be put on the provincial 
application form, and you will find under regulation 4 (2) (d) a provision that 
the applicant shall state the occupation, income and means of subsistence of 
_ the applicant and spouse. 
The CHAIRMAN: That is all. 


‘ The Witness: I am subject to correction on that but as I look it through 
| I fail to see anything in that regulation which, from the federal point of view, 

requires a province to put any question on the application form relating to income 
of children. 


Mr. SHaw: I am not aware, Mr. Chairman, of any case where the income 
of a child or son or daughter has had any effect when the final decision was 
being made but I have often wondered why that appears on some of the forms. 


Mr. Benipickson: Does the doctor know which provinces do ask for 
particulars of income other than the income of pensioner and spouse? 


} Mr. Suaw: My own province of Alberta is one. 


The Witness: That question will be answered when we get the application 
forms from the provinces. 
| Mr. MacInnis: I know attempts were made in British Columbia to 
enforce it at various times but I do not know whether it is operative now or not. 


% The Wirness: I think I can throw some light on Mr. Shaw’s question. There 
was prior to 1946 a provision in the regulations which I might say was put in 
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at an earlier time at the request of the provinces themselves to the effect t : 
in the income calculation the pension authority should take into account, not onl; 
the income received from children, but any income that might reasonably be 
expected to be received from children. I speak subject to correction, but I think 
that when that provision was put in the regulations there was also put in a 
provision that on all applications that were made there should be a statemen 7 
to deal with that regulation; namely a statement requiring information as to the’ 
income received from children or their ability to help their parents. I am not 
absolutely certain, whether that was required by the federal regulation or not, 
but I am clear in my recollection that the federal regulation at one stage did 
provide for taking into account any income that children might be expected to 
contribute whether or not they did in actual fact. Now, in 1946, we decided that 
we would amend the regulation to provide that pension .authorities should 
take into account any income actually contributed by children but that we 
should dispense with this formula that involved income which might reasonably _ 
be expected but which might not in actual fact be forthcoming from the children. | 

Mr. SHaw: It is conceivable that some of the provinces might still be using 
the forms that were produced at that time. I repeat what I said before, that. 
I am aware of cases where forms of that kind are being used, I was wondering 
whether it had been eliminated? ag 

The CuairMAN: No, it is still on the forms. “4 

Mr. SHaw: Yes, and the prospective applicant seeing that on the form says: 
“Tt is none of your so and so business; and, anyway, I do not ask them that, 
because they would only tell me it is none of my ‘business’, which of cour e 
is true. q 

Mr. Knowtes: We are still on the personal property section of this memor- 
andum, are we, Mr. Chairman—where we have the three examples there? 

The CHAIRMAN: Oh yes. | e 


wr 
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By Mr. Knowles: A 

Q. I would like to ask some questions which might involve Dr. Davidson 
doing some quick aritmetic, but he is pretty good at it—-A. I have shown that 
my arithmetic has been a bit faulty. Be 
Q. Your arithmetic was all right, doctor, it was your drawing. I want to 

say quite frankly, Mr. Chairman, that I should like to get clear some examples 
that were given in the House by the minister. I say that right at the start 
because I do not want to ask leading questions that might be taken as asking 
the deputy minister to say something different from what his minister said. The 
minister said in his speech of March 10 in the House, at page 638 of Hansard: 
Under the scheme in our country, a single pensioner can have between 

$1,400 ‘and $1,500 in the bank and still draw full pension. i 


Now, that is one example. Now help me with the arithmetic. I take the $1,400 
and deduct from it $250 and that leaves $1,150 to be computed on the basis of the 
annuity table; is that right?—A. That is right. gi 
@. You multiply $1,150 by $102.35 and that would produce according to my 
calculation a computed income of $127.55 a year—A. According to mine, sir 
it is $117.70. 3 4 
Q. Maybe my arithmetic is faulty —A. The breaking point, Mr. Knowles, 1 
a total of $1,422. ‘ie 


Q. All right, that is between $1,400 and $1,500, but it is closer to $1,400 


) 


Now, what is breaking point with respect to the next sentence: 1 
He is not completely debarred unless he had liquid assets in excess 
roughly of $6,000, because the calculation is not on the basis of liquid — 
assets but on the basis of income derivable from those assets. 
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A. The figure we have here, Mr. Knowles, shows that at $5.995 the pensioner 
is still entitled to $1 per month, so it is within a few dollars of that—about 
- $6,112 to be exact. 

___ Q. In other words, these statements are correct, but then I am not asking 
_ your opinion now. 

ix 


4 Mr. Brown: The table is true then? 
$ The CHAIRMAN: Yes. 

* Mr. Know gs: Technically, es. 

oon 

x, By Mr. Knowles: 


Q. Then it goes on: 


In the case of married pensioners, a man and his wife would have to 
have liquid assets in Canada of almost $12,000 before going off pension 
altogether; and if the wife is under seventy years of age and not on 


affecting his right to a full pension of $40. 


A. It would be a marginal pension. 


Q. $1 a month?—A. I have not worked it out, it would certainly be a 
marginal pension. 
Q. Now, would you figure that last one, where the wife is under seventy 
years of age ‘and not on pension? A married man could have close to $7,000 in 
ith bank without affecting his right to a full pension of $40? I am not asking 
- you just to test the minister’s arithmetic—A. Here is an example where the 
husband is seventy and the wife is sixty-five; up to $7,310 the man is entitled 
_ to a full pension of $480 a year. 

Q. Oh, Mr. Chairman, I get it now; that was a honey. What I was misled by 
was the wording there: if the wife is under seventy years of age and not on pension 
a married man could have close to $7,000 in the bank without affecting his right 


ots es SER Mer tee 


wt eee 


ye 
ee a 


oo 


BE epic were misled ‘by that figure of $40; they did not take that to be $40 a year 
but $40 a month.—A. No, it was $480 a year. 


ia The CuarrMan: Yes, that is what it is, $480 a year. 
Mr. Know1ss: He said that? 
The Witness: Yes. 


seit ae: 


cS 
¥. 
x : By Mr. Knowles: 


~~ Q. Would you, Dr. Davidson, explain how the calculation is made, taking 
that $7,310?—A. The example is shown there in No. 3, Mr. Knowles. We take it 
i at $7,500. In the $7,500 example, the annuity for both man and wife is calculated 
- on. the basis of age 70. In the $7,310 example I have just given, the assumption 
is, as I stated, that the woman is 65: consequently her annuity value is calculated 
e vat this younger age. 


a 


_. The Cuatrman: Well, gentlemen, I think every member of the committee 
| is will agree with me when I extend our thanks for the very able way in which Dr. 
. ~ Davidson has presented his information to us. 
Some Hon. Members: Hear, hear. 
| Mr. Cannon: Have we finished with Canada now? 

The CHAIRMAN: Yes. 
ae Mr. Cannon: There is just one question I would like to ask Dr. Davidson. 
it may have been gone into before I was put on the committee—I was only put 
on it yesterday—but in view of the fact that the administration is entirely in 
- the hands of the provincial authorities I would like to ask in view of the fact 


- 
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pension, a married man could have close to $7,000 in the bank without — 


Eto a full pension of $40. Apparently I was misled, and I think a great many | 
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that the federal government pays 75 per cent of the pension does the federal | 
department, looking after old age pensions, have any control over the payment 
by the provincial authorities? Is there any court of appeal, or is it left entirely : 
to the provincial authority? : 
The CuatrMAN: We have gone over that. 
The Wrrness: That was answered the first day, Mr. Cannon. 
Mr. Cannon: What was the answer? Could we have it again? q 


The Wirness: The answer is that in terms of refusal of pension, denial of — 
pension, the federal government has no statutory authority, no legal authority, — 
to say to the provincial pension authority: you must pay a pension of this amount 
to this man because in terms of our income calculation he would be eligible for — 
pension, The federal Act says in effect that if the pension authority chooses 
to give a pension to a man within the limits provided by the federal Act and 
regulations we will reimburse the provinces to the extent of 75 per cent as soon — 
as we have satisfied ourselves that the payment made is within the corners of 
the federal Act and regulations. But I was interested in going over this the other 
day myself in connection with another matter and I very directly recall the point — 
I discovered. I think it is correct to say that we haven’t any legal right to 
demand permission to examine files of pension cases which have been refused. 
I do not suggest for a moment that that has ever been dienied by the provincial - 
authorities; they are very co-operative in providing us with information about 
cases on which we make inquiries and we always have ready access to the files 
in which we are interested nor have they ever refused us such direct access to 
their files. But if you will turn to section 3, subsection 2, of the Act you will 
find that the right of the governor-in-council to order examination, inspection — 
and audit of all expenditures of pension cases in the provinces and to examine 
papers is limited strictly to papers and documents relating to pension payments. 
So I think in the very narrow, legal point of view that the provinces if they 
wished to do so, could refuse us access to the files of the kind to which you have 
referred on the grounds that the federal authority was not legally entitled to - 
examine them, since no payment in respect of them was being claimed by the 
federal authority. 


Mr. Cannon: I suggest, Dr. Davidson, that the committee ought to 
consider the advisability of making some amendment to the law and to the 
regulations in order to give the federal government some measure of control. 
The reason I say that is that it was brought to my attention in my own county 
during the last electton—and I am told and I believe that it happened in other 
counties—that the provincial authority had a list of old age pensioners and 
those receiving pensions for the blind. Use was made of those lists to go to 
see the people and to exert influence on them—you can imagine for what 
purpose—to influence them to vote. They were told that if they did not vote 
as they were desired, they might lose their pensions. A lot of people were 
influenced. I do not say that it happened in every case but, if it did happen at 
all, there should be some recourse under the law. 


Mr. SuHaw: Something like the P.F.A. bonus. 
Mr. Ferrie: Are we finished with this Act? 
The CuHatrMaAn: Well, I am in the hands of the committee. 


Mr. Ferrie: Then, before we go on to the act of Australia and what is 
recommended over there, I would like to say one or two things with regard 
to this committee and to the steering committee. This matter of whether it 
is possible to get rid of the means test keeps cropping up all the time. We are 
going to do a lot of arguing and talking about it and my, opinion is simply 
that the steering committee should at once call in all the young people represented 
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in this country—the organizations. I refer to the young Liberal Association, the 
young C.C.F. organization and tthe young Conservative organization; the 
Manufacturers Association, the churches, and the labour organizations of this 
country. We should diac ges with them aN one outstanding feature. 


When I went home I talked to all those people—bankers, real estate men— 
I spoke to all kinds of people on and around the streets. The one outstanding 
feature that I can see in the whole thing is whether we are willing to get rid of it. 


The CHarrMAN: May I interrupt, Mr. Ferrie. That is a question upon 
which the committee will have to decide when they report. There is no decision 
that we can reach now. As far as public opinion is concerned, may I draw 
your attention to the Gallup poll recently taken and which was published 
in the Citizen of Saturday last. Fifty per cent of the population, according to 
that poll, is against the abolition of the means test. I believe that is the answer 
to what you have said. 

That is one very good reason, too, why this committee should go very 
deeply into the system which may be proposed for the whole of Canada. There 
is no question of say right away that we should do away with such and such 
a system. 

I Mr. Ferrie: Nobody is advocating that. 

i The CHAIRMAN: You did. 

: Mr. Ferrie: I did not. If you would wait until I get through—I said that 
‘I asked these people and, in the final analysis, thé whole thing rests on whether 
these people are willing iS pay. 


Mr. Latna: They have all been invited. 


. Mr. Ferriz: Just a minute. I have asked scores of young people whether 
they are willing to pay from the age of twenty-one to the age of sixty-five, 
to have the $50 a month for ten years—taking into consideration that they 
would be paid from the age of sixty-five until they depart from this world. I 
have asked whether they are willing to pay for forty-five years for the 
benefit of receiving that pension for ten or fifteen years. I think I have had 
five pee ene men say that they were willing to do so— 


id 


The Cuamman: How many? 
__‘Mr. Ferrie: Five who were willing to pay all those years for $50 a month. 
Now all of the rest of them said no. Now, what is the use of going to all this 
trouble and fooling around with this Act—and I have no doubt it will be 
‘made a real act, unless we come to find out in the end whether the young people © 
in Canada are willing to pay the piper. 
Mr. Laine: I think that Mr. Ferrie is substantially advocating that people. 

and organizations should be invited to make representations here. That has 
been done, I submit. In the case of provinces there were specific invitations and; 
In the case of the others, general invitations by the press. 
| ‘ Mr. SuHaw: All I wish to mention is that Mr. Ferrie listed three political 
| parties. After he has called them and has got nowhere, he can call the Social 
| Credit people. 
| The Carman: Just a moment, gentlemen. I believe that I should tell 
| Dr. Davidson that the committee members are grateful for the very enlightening 


; Vite Se Ee x uit ae sions j otk my 
| : i; | | . rd et “a ie e ae *) ke oe “3 ae ¥ | 
126 JOINT COMMITTEE OG SO NE a a a 
- f 7 i : = he: ~. h, 
< ,] a 


Again, without making any undue comparison, I tan bay - thai ig have 
attended a lot of committees here and heard a lot of witnesses, and Ss le! 
Doctor, that you have been the best that I hhave heard. | “ 

Some Hon. Mrempsrs: Hear, hear. i 

Mr. SHaw: We have had five sittings of the committee this week, in keeping 
with the recommendation of the steering committee. Would we not be able to ¥ 
hold five sittings without sitting in the afternoons except on Wednesdays? This 
is interfering with our work in the House. We would still have Mondays and — 
Fridays, days on which I do not go home. q 

The CuarrmaAn: Neither do I. That is a question for the steering committee, — 
which will meet next week. . 

Mr. Knowtes: Will you consider the point? i 

The CuarrMan: You Jare on the steering committee. 

Mr. Knowtss: No, I am not. 

The Cuarrman: Perhaps you would ask Mr. MacInnis to take it up. 

The meeting adjourned to meet again this afternoon, Thursday, April ae 
1950, at 4.00 p.m. ! q 


AFTERNOON SITTING 


The committee resumed at 4.00 p.m. | 
The Cuamrman: Gentlemen, I see a quorum. We have with us, Mr. J. W. 
Willard, research director, Devavanent of National Health and Welfare. Mr. 
Willard is also research adviser to the Committee. “4 
I think the members of the committee have read the statement regarding 
the system in Australia and I will ask Mr. Willard to tell the committee how 
he intends to divide his statement so that after a certain phase or section has 
been covered there may be questions. ; 


Mr. J. W. Willard, Research Director, Department of National Health h 
and Welfare called: , 


The Wrirness: Mr. Chairman, and members of the committee. Before I ao 
that, I might just preface my remarks by saying that the memorandum you 
tad before you was prepared by the research division of the Department of 
National Health and Welfare. It is one in a series of memoranda which are 
being prepared for this committee. You will note that it is memorandum numbe r 
3. Memorandum number 2 will be a bulletin on Old Age Income Security in 
New Zealand. Memorandum number 4 will be a report on Great Britain, and 
number 6 will discuss programs in the United States. We hope, also, to prepare 
other material on selected European countries as suggested by the committee. - 

(The committee adjourned for a division in the House.) 7 

(The committee resumed.) 

The Cuarrman: Gentlemen, I see a quorum. 


Mr. Rosertson: Mr. ‘Chairman, I would propose that this memorandur 
number 3 be printed in the evidence. Sr 
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OLD AGE INCOME SECURITY PROGRAMS 
AUSTRALIA 


Memorandum No. 8, Social Security Series 


> RESEARCH DIVISION 

e DEPARTMENT OF NATIONAL HEALTH AND WELFARE 

; 

a OTTAWA MARCH 1950 

“ I. INTRODUCTION 

4 Prior to the federation of the Australian states in 1901, several of them had 


_ been considering invalid and old age pensions. The introduction of old age 
_ pensions in New Zealand in 1898 and the interest of certain states in the same 
~ subject was reflected in the constitution of the commonwealth which specifically 
_ granted to the federal government the power to make laws with respect to 
invalid and old age pensions. | 
Soon after confederation, the states of Victoria and New South Wales 
introduced old age pensions. However, in 1908 the Commonwealth Invalid and 
Old Age Pensions Act was passed, superseding the state schemes then in oper- 
_ ation. The pension was £26 a year while the permissible income was also £26 
year. During the next 38 years the means test and pension rate were 
ec lved many times, although during the depression years two reductions 
ad rere made in the rate of pension. On two occasions provisions for adjusting the 
pension to changes in a cost of living index were introduced and subsequently 
repealed. By 1948, the pension rate had been increased to £110/10/—a year 
($272: 94) 1, the permissible income to £78 a year ($192-66) 1 and the 
_ property limitation to £750 ($1,852-50). 1. 
hg In July 1938, the commonwealth parliament passed the National Health 
is: Pension Insurance Bill which provided for a co-ordinated system of health 
surance and old age pensions. The scheme provided for compulsory insurance 
of persons, between the age of 14 and the pensionable age, who worked for an 
employer and whose earnings did not exceed £7 a week. The Act excluded various 
- classes, such as farmers, and self-employed persons. Contributions were divided 
ually between employees and employers, with supplementary payments to be 
made to the fund from the commonwealth treasury. A flat rate pension, of £1 
week for a husband and 15s. a week for his wife, was to be provided to women 
at 60 and men at 65. There was considerable opposition to this insurance 
“measure, principally because of the method of financing adopted but also 
_ because it did not provide universal coverage. With the advent of war, the 
Tegislation was never proclaimed. 
oo The means test old age pensions (or age pensions as they are called in 
Australia) therefore continued in effect. They are one of a number of social 
rvices provided under a co-ordinated social security program. In 1947, the 
Social Services Consolidation Act put into one legislative document the laws 
lating to the provision of certain social services, without reference to their 
financing. These schemes include: age and invalid pensions with allowances to 
the wives and unendowed children of invalid pensioners; funeral benefits for 
_ deceased age and invalid pensioners; widows’ pensions; maternity allowances; 
~¢ehild endowment (family allowances); unemployment and _ sickness benefits: 


and rehabilitation allowances. 
| & 


a 1 The current rate of exchange is $2.47 in‘ Canadian dollars for an Australian pound. This exchange rate 
Is helpful in indicating what an Australian cash benefit would provide if the benefit were paid to a beneficiary 
In Canada and is the only yardstick available for translating the cash benefit in Canadian terms. It does 
not, however, measure in Canadian terms the actual purchasing power of an Australian cash benefit 
\) expended in Australia. Such a comparison involves not only the amount of the cash benefit but also 
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Maternity allowances and child endowment (family allowances) are. the | 
only cash benefits free of a means test. No public request has yet become vocal 
for the removal of the means test on all social services, but there have been 
strong demands for its removal from the age pension, demands which have 
increased considerably since the institution in 1946 of a social services contri- 
bution. 4 

At the present time, Australia is one of several countries, including Canada, 
Denmark, Norway, Spain and the Union of South Africa, that provide old — 
age pensions only on a means test basis. Three of these countries, Canada, — 
Denmark, and the Union of South Africa, finance the schemes wholly from_ 
general revenue while Norway depends upon earmarked taxes supplemented by 
general revenue. 

Social services in Australia were also financed directly from general revenue | 
for many years. However, at the present time all cash benefits, including old age 
pensions, together with health benefits, are financed from a National Welfare — 
Fund which derives its revenue from a graduated social services contribution — 
payable by individuals and private companies and from a pay-roll tax on 
employers. 

The Social Services Department administers the monetary benefit schemes — 
and the ‘training and rehabilitation program for invalid pensioners, while the 
hospital, tuberculosis and pharmaceutical benefits are under the supervision of © 
the Health Department. The collection of the social services contribution and ~ 
of the pay-roll tax for the National Welfare Fund: is the responsibility of the 
Commissioner of Taxation of the Treasury Department. / 

The provision of old age income security in Australia should be considered 
in reference to its social and economic background. Australia is one of the 
largest countries of the world with an area equally 80 per cent of that of 
Canada. Nearly 40 per.cent of the area of Australia lies in the tropical zone in — 
which, however, considerably less than 20 per cent of the population resides. In 
1949, Australia had a population of about 7-8 million compared to about 138-5 
million for Canada. 4 

In age distribution, the population is not unlike that of Canada. Approxi- 
mately 24-1 per cent of its population was under age 15 in 1941; in the same 
year for Canada the percentage was 27-8, indicating a slightly higher propor- 
tion of children. About 6-5 per cent of the Australian population was age 65 and 
over in 1933; this figure rose to 7-4 per cent in 1941. For the same age group 
for Canada the figures were 5-6 and 6-7 for 1931 and 1941, respectively. The 
increasing proportion of older persons in the population has important implica- 
tions for the future costs of old age income security. 4 

Australia has a comparatively homogeneous population of European origin, 
with aboriginals representing about 1 per cent. The majority of the people live 
in urban centres and rely upon wages and salaries for income. About 68-9 per 
cent of the population lived in urban areas in 1947 while wages and salaries was 
the largest item, 56 per cent, of personal income in 1948-49. In Canada, wages 
and salaries constituted about 59 per cent of personal income in 1948. | 

The Australian economy is still largely devoted to agriculture and other 
primary sources of production, although in 1947-48 the value of the product of 
all factories was nearly one half the estimated net value of all production. In 
1948-49 the value of agricultural products constituted about 90 per cent of all 
exports of the country, in return for which the largest volume of imports was 
textiles, machinery and other manufactured goods. Living standards of the 
country, as well as the social security program may be favourably or unfavour- 
ably affected by fluctuations in world prices for agricultural products which form 

-an important factor in the Australian economy. “ie 
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~ Australia was one of the pioneers in the adopting of non- canetbukany means 
a old age pensions. While many countries in the world had, by 1949, replaced 
or supplemented their means test old age programs with compulsory and con- 
tributory old age insurance, Australia along with such countries as Canada, 
Denmark, Norway and South Africa had retained the means test pension as its 
income maintenance program for the aged. In recent years, the old age pension in 
Australia has become an integral part of a comprehensive system of income 
maintenance programs. These measures are federally administered and financed 
through a National Welfare Fund which receives its revenue from two earmarked 
taxes, a social services contribution and a levy payrolls. 


II Age Pension 


Age pensions are provided on a means test basis to males age 65 years and 
over and females age 60 and over subject to qualifications of residence, citizen- 
ship and character. 

_ Old age pensions were introduced by the commonwealth government in 

19091, The maximum pension payable was £26 a year while the allowable 
come was an additional £26. In the following year invalids’ pensions were 

introduced and all subsequent changes in the rate of age pensions have applied 

to the invalids’ pensions as well. During the next decade and a half the pension 
was increased four times so that in 1925 the pension was £52 per year and 
permissible income £32/10/- per year. 

_ Pensions were reduced during the depression years. In 1931 the rate was 

lowered to £45/10/- per year and in 1982 provision was made for reducing the 
ate to £39 per year if the pensioner had an income of not less than £6/10/- per 

annum. This provision was removed the following year and a system of cost 
of living adjustments was introduced. By 1987, the 1925 level of £52 per year 
had been restored through cost of living adjustments’ and by government action 
to i increase the maximum rate. 

‘ The provisions for cost of living adjustments were repealed in September 
937, reintroduced in 1940, and repealed again in 1944. From 1941 to 1943, 
re were seven increases and one decrease in the pension rate resulting from 

cost of living adjustments and, in addition, three upward adjustments of the 

ate were made by the covernment, 0) that by 1944 the pension rate stood at 

10/4/- per year. 

There was an increase in the pension rate in 1945, and a further increase in 

1947 brought the rate to £97/10/- per year. In 1946, the other income allowable 

was increased, for the first. time since 1923, to £50 per year. In 1948, the maxi- 

mum pension was increased to £110/10/- per year and the allowable income to 
78 per year, the rates now in effect. From 1911 to 1949 the average fortnightly 

pension rate climbed from 19/1 to 81/5 while the maximum rate rose from 20/- 
85/-. 

be The Fateauy increase, both absolutely and relatively, in the number of 

recipients of old age pensions is largely a reflection of the liberalization of the 

pension scheme and the ageing of the population. From 1911 to 1949 the number 
rose from 75,502 to 321,327, a fourfold increase over the period. The number of 
pensioners per 10,000 pouulation rose from 168 in 1911 to 406 in 1949. There 
has been some increase in the rate of participation in the pension scheme. For 
the census years 1921, 1933, and 1947, age pensioners represented 32-2 per cent, 
“ % per cent, and 37: ‘9 per cent? respectiv ely, of the total population of eligible 


im. Commonwealth Invalid and Old Age Pension Act was passed in 1908 and the old age scheme 
be into operation the following year. 
* From 1940 on, invalid pensioners who qualified for age pensions by reasons of age and residence have 
| included on the age pensions list. If these invalid pensioners are excluded, the figure for 1947 would 
} from 37-9 per cent to approximately 34 per cent. 
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pension age. Data on total number of pensioners, number per 10,000 population, 
average fortnightly pension rate and maximum fortnightly rate for selected years 
are shown in Appendix I. . | 


1. Income Qualifications . | 

A single pensioner may have other income of £78 per annum while receiving 
the maximum pension of £110/10/- per annum, that is, a total of £188/10/-. If 
income other than pension exceeds £78 per annum, the pension 1s reduced by the 
amount of the excess. The definition of allowable income is set out in 


Appendix IT. 
Where both husband and wife are eligible for age pension, they may each 
receive a pension of £110/10/- annually, while each may have other income of 
£78 per annum. ‘This provides the couple with a maximum income from all 
sources of £377. 
Where only one of a married couple is eligible for an age pension, the couple 
may have a pension of £110/10/- annually and other income £156 annually, that 


is, a maximum income of £266/10/-. 


2. Property Qualifications 


Persons with property valued at over £750 are not eligible for an age 
pension!. For pensioners with property valued at £750 or less, the annual rate 
of pension is reduced by £1 for every. complete £10 ‘by which the net value of the 
property of the pensioner exceeds £100 and does not exceed £450, and by £2 for 
every complete £10 of the remainder of the net value of the property. The types 
of property which are disregarded for purposes of calculating the pension are 
listed in Appendix III. . 

Appendix IV shows the effects of varying amounts of allowable income and 
property on the rate of age pension for a single person. Appendix V gives cor- 
responding figures for a married couple when one spouse is eligible, while 
Appendix VI sets out similar data for a married couple, both of whom are 
eligible. . 


3. Residence and Citizenship Qualifications 


In order to qualify for an age pension, the applicant is required to have 
’ resided in Australia continuously for a period of at least 20 years, which need 
not be immediately preceding the date of application for pension. a 
Periods of absence from Australia, in certain circumstances, count as resi- 
dence. These include: absences due to war; absences during which the claimant 
was a resident of Australia for income tax purposes; and occasional absences not 
exceeding in aggregate 10 per cent of the total period of residence including those 
absences. An applicant may also count for purpose of residence qualification 
any temporary absences from the country during which his home remained im 
Australia; in the case of a married man, this concession applies only if, during 
his absence, he maintained his wife and children. | 
Citizenship is a qualification for age pension, except in the case of women 
who, before their marriage, were British subjects. 


4. Character Qualifications 


Prominent in the earlier laws for old age pensions in countries such as 
Australia and New Zealand were moral conditions which provided pensions only 
to individuals considered worthy. In Australia this requirement has been car 
ried into present day legislation. Anyone who is not of good character or not 


1 For a married couple, the amount is £1,500. 
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Feesing of a pension is disqualified. Also, the applicant must not have deserted 
his wife, or failed to provide for his wife or children, for the six months’ period 
q preceding the application for pension. In some countries, such as Canada and 
_ South Africa, the old age pension laws have no character qualifications, while, 
- jin the old age pension legislation in Great Britain, the same type of qualification 
- was found, after a few years, to be impracticable and was abolished. 


£9. Age Pensions in Relation to Other Programs 


_ — Invalid Pensioners: Invalid pensioners who qualify by age and residence are 
- transferred to the age pension rolls. 


Aged Blind Pensioners. For a permanently blind person who is qualified to 
receive either an age or invalid pension, the maximum pension payable remains 
the same but larger amounts of allowable income are permitted. 


Aboriginal Natives. Age pensions may be paid to aboriginal natives who have 
_ been granted exemption from state laws. Those who have not been granted such 
an exemption may be eligible for the age pension if they are considered to be 
suitable persons. The pension is payable to the native or, where considered 
_ desirable, to the state agency controlling the affairs of these natives. 

( Funeral Benefits. A funeral benefit of £10 or the cost of the funeral, which- 
_ ever is the smaller, is payable with respect to a deceased old age or invalid 
_ pensioner. 

' __-~War Pensions: War pensions are considered as part of the peermissible income 
of an age pensioner. 


6. Experience in Adjusting Pension Rate with Changes in Cost of Living. 
In an attempt to ensure more stable purchasing power for pensioners, the 

_ technique of adjusting the pension rate to the changes in a cost of living index 
was, on two occasions, incorporated in the Australian age pension scheme. In 
each instance, however, the provisions for the operation of the technique were 

~ subsequently repealed. ; 

$ Provisions for thus varying the pension rate were first introduced in 
October, 1933, and the index used was the weighted average for the capital 
_ cities of: the six states. The pension was not to fall below the existing level, 17/6 
_ weekly, or to rise above 20/- weekly. The rate of pension was to be determined 
annually with reference to the price index number for the first three months of. 
the calendar year. 

3 The first adjustment occurred in July 1985 when the pension was increased 

from 17/6 to 18/- per week. In September 1936, the scale of adjustments was 

varied, with the result that there was an immediate pension increase to 19/- 

per week. In September of the following year, the cost of living provisions were 
repealed and the maximum rate was increased to 20/- per week. 


After the outbreak of the war in 1939 the cost of living began to increase 
fairly rapidly. Representations were received both from individuals and from 
organizations of pensioners, requesting an increase in the pension to offset rising 
_ living costs. In. December 1940, the pension was increased to 21/- per week and 
_ Was again related to changes in the cost of living index, with the condition that 
| the rate was not to fall below 21/- per week. The index which was used included 
| all items, that is, food and groceries, housing, clothing and miscellaneous. For 
each variation of 23 points in the index number there was to be a variation of 
6d. per week in the amount of pension. The adjustments were to be calculated 
quarterly on the basis of the index number for the preceding quarter. 


BF a nia ETM UE SR? Oita fe PAL, SNR oes wane Se Vn ee 
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By April 1942, the pension had risen to 24/- per week through the oper- 
ation of the cost of living adjustment and one increase by government action. In 
May 1942, the pension was again increased to 25/- per week by amending 
legislation and at the same time provision was made for a new scale of adjust-_ 
ments by which the pension would be increased by 6d. per week for every 
21 units by which the price index number exceeded the figure for the March 
quarter 1942. The pension was not to fall below 25/- per week. From the first 
of October 1942 to the end of November 1943 there were four increases followed 
by a decrease, all due to changes in the cost of living index, which brought the 
rate to 26/6 weekly. by 
This reduction of 6d. weekly had strong repercussions throughout the 
country. It was argued that the slight fall in the price index number was not 
felt by those who were dependent on old age and invalids’ pensions and that — 
the reduction had caused hardship and created anomalies. The government 
appointed a sub-committee of the cabinet to investigate the situation and as a 
result of its report the pension rate was restored to 27/- weekly. Within a few 
months the cost of living adjustment provision was repealed. P 
In speaking on the Invalid and Old Age Pensions Bill, 1944, which abolished” 
the cost of living adjustments to the old age pensions, the attorney-general out- | 
lined the following reasons for requesting their removal. Any automatic system 
of adjusting pensions to the cost of living index was of an arbitrary nature. For 
example, a reduction of 1 per cent in the index caused a reduction of nearly 2 
per cent in the pension rate and the cost of living figures in one part of the 
country actually increased when at the same time there was only a small rise 
or even a downward trend in other parts of the country. He also pointed out 
that the pensioners as a class lived at such a low level that they “would suffer 
by the loss of a shilling where the loss of pounds would not distress others”. 
Further, he stated that the adjustment of the pension rate of the cost of living 
index caused considerable administrative work. 3 ee 


3 III FINANCING THE PROGRAM 
1. National Welfare Fund 


For many years all federal social services, including age pensions were 
financed directly from consolidated revenue. However, in 1941 a 24 per cent 
pay-roll tax was introduced for the purpose of partly financing the child endow- 
ment scheme (family allowances). In 1943, the commonwealth government 
established a National Welfare Fund into which was paid £30 million annually 
or one-quarter of the income tax paid by individuals, whichever was the lesser. 
During the fiscal years! 1943-44 and 1944-45 only funeral benefits and 
maternity allowances were paid from the fund. As a result, a considerable bal- 
ance, over £53 million, had been built up by July, 1945. _ 
In the fall of 1945, the commonwealth government considered that the 
increasing outlay on social services, representing at that time nearly one-half of 
all non-war expenditures, made essential a new financial approach. Accordingly, 
under the new financial arrangements of that year, the government established 4 
unified pattern for all social services by incorporating all social service expendi- 
tures, including health benefits, under the National Welfare Fund. i 

Commencing January 1, 1946, revenue for the National Welfare Fund was 
obtained from a new social services contribution, which is levied on income, and 
from the existing 24 per cent pay-roll tax. These changes provided for a clearet 
picture of the scope and cost of social services in relation to national finances as 
a whole. Both the social services contribution and the pay-roll tax are first paid 
into consolidated revenue and then appropriated to the National Welfare Fund 


1 The fiscal year of the commonwealth government ends on June 30th. 
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; The social services contribution is a much more important source of revenue 
than the pay-roll tax, yielding about 44 times as much revenue. For the fiscal 
year 1949-50, it is estimated that the revenue for the National Welfare Fund will 
be as follows: . 


a Receipts Amount Per Cent 
PORE OSETVICOS COULELOULION: J. Wien. nhe vic Viceh swe si4sae eds £ 99,000,000 44-7 
’ PNPeP OM ORALIG 9. ek Mote oe es eee) itd At Lok in yet OS 22,000,000 9-9 
EN LAnesteOM ATV ESUMEDLS A seu Giiavors Giro ete piscstel ous enlel » 96 750,000 0-3 
‘ PPaIHUGe STOUY HLSVIONA YEAR. 6 ug oes ase exams o aig oe Gs 99,880,000 45-1 


PLN GRE a teie ee aoe teh saat wang £221,630,000 100-0 


AUST.RALIA 
NATIONAL WELFARE FUND 


ESTIMATE FOR (949-50 


MEDICAL 
BENEFITS 


$°3 Io OTHER CASH 


BENEFITS 
EXPENDITURES 


£ 221,630,011 


BALANCE 
54°8°%, 


SOCIAL SERVICES 


RECEIPTS 
CONTRIBUTION £221 630,011 


44°7%, 


BALANCE FROM 
PREVIOUS YEAR 


45-3 FJ RESEARCH DIVISION 


DEPT. OF NATIONAL 
HEALTH & WELFARE 
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This information together with the main expenditure areas is. Rees Sruiicatte 
in the accompanying chart. Based on the estimates for 1949-50, expenditures on 
age pensions form 16-5 per cent of National Welfare Fund expenditures. | 
Appendix VII shows the receipts and expenditures of the National Welfare 
Fund for all years since its inception in 1943, with estimates for the fiscal year 
1949-50. Even though expenditures have grown rapidly as a greater number of 3 
benefits have been financed through the fund and as the scope of social services — 
has been extended, a large reserve has been built up which now approximates the 
annual revenue from the social services contribution. The reserve in the Fund 
has increased from £25,525,000 in 1944-45 to £99,880,000 in 1948-49 or a rise of j 
almost fourfold in five years. By the end of the ebat year 1949-50 the balance | 
may reach £121 million, an increase of some £20 million or 21 per cent in the 
year. ; 
The building up of this large reserve is in contrast to the reserve in the” 
Social Security Fund in New Zealand, which is a small contingency reserve — 
that has been kept at almost a constant level for a number of years. Another 
point of difference is the absence to date of any subsidy to the Austrahan— 
National Welfare Fund from consolidated revenue; in New Zealand, large 
sums have been allocated annually from general revenues to the Social Security 
Fund. 
Age and invalid pensions are by far the most costly social services programs 

in Australia, with child endowment (family allowances) the next largest 
expenditure. In 1988-39, age and invalid pension expenditures constituted 
- £15,992,000 of the total social services expenditure of £16,429,000. In 1949-50, 
it is estimated that £45-5 million! will be expended on these pensions out of 
a total expenditure of £100-4 million on all social services. Appendix VIII 
gives data on expenditures on social services by type of service for the fiscal 
years 1938-39 to 1948-49, with estimates for 1949-50. In Australia about 45 per 
cent of expenditures on social services will be paid out in 1949-50 in age and 
invalid pensions, and in New Zealand about 41 per cent of the outlays on 
social security benefits will be expended on superannuation, age and invalid 
benefits. : 


2. Social Services Contribution 


The social services contribution rises from 3 pence in the pound, or 14 per 
cent, to a maximum of 1/6 in the pound, or 73 per cent, on contributable income. 
The contribution is payable by individuals and private companies. ? For 
individuals it is a graduated tax on income, while for private companies it is 
equal to the social services. contribution Ae would have been paid by the 
shareholders on the company’s undistributed income. 


The exemption levels for the social services contribution have always been 
lower than for income taxes. The points of income at which social services 
contributions and income taxes first become payable are shown below for 
certain categories of dependent status. 


1 While no official figures appear to be available for the expenditure on age pensions as distinct from inva id 
pensions, an estimate, based on the relative numbers of invalid and age pensioners, indicates that about 
80 per cent, or about £36 million, will be spent on the age pension only. 


2 A private company is defined as a company under the control of not more than seven vm 
_ and which is not a company in which the public are substantially interested or a subsidiary of a publie 
company. , 
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Annual Income 


Annual income 


at which : 
4, Social Services Meebtie 
ES - Dependent status contribution is Sree 
; is first Pavable(? 
t payable ayable(?) 
ES “3 
Without dependents Be CE, oe ae et hin ek Lae ae 105 501 
EAI UTA A Ae Data) -< pe siete ns ae «ncaa ole 4.g> 9088 veda e « 201 650 
PERT, HT FOUEGLTIC . 5<.is dalicoe ss « <oteetes side cde See cals gu nlatele s 284 754 
Man and wife AAVOREWCOLCLILOT ON n. Remnrre ee tore aah: Scared o's oho ths Mavala anos 318 813 
three CCM Gham ey? SRN Soe,” TMC) oy. DO hs 2 351 852 
« four fia’ | Wie eae os TAN i Oe 401 904 
s five ae ne, Re i Re it I 451 956 


1 Based upon the schedule, effective July 1, 1949, used by an employer in making weekly instalment 
deductions for the collection of income tax and social services contribution. Annual figures calculated 


from a weekly table are only approximate. 


For the fiscal year 1949-50 it has been estimated that there will be less nee 
750,000 persons paying income tax in addition to the social services contribution, 
while slightly over 2,000,000 persons will be liable for the contribution only. 
Thus it is seen that the financing of social services in Australia rests on a broad 
base; over one third of the population pays into the National Welfare Fund 
“through the social services contribution. Numbers of persons paying social 
services contribution only and of those also paying income tax are shown for 
_the years 1945-46 to 1949-50 in the accompanying chart. 

As a source of revenue the social services contribution is exceeded only by 

call income taxes but not by the field of personal income tax alone. For 1949-50 

the estimated yield from personal income tax is £96 million while it is expected 
that £99 million will be collected by the social services contribution. Revenues 

of the commonwealth government for 1948-49, with estimates for 1949-50, are 
‘shown 1 in appendix IX. 

_ The tax and contribution year corresponds to the Agee year ending 
June 30th. All individuals with incomes in excess of £104 annually are required 
to file their income returns by the 31st of July in each year (31st of August 
for business incomes). Notices of assessment are usually sent out between 
January and June of the next year. 

Employers are required to deduct both income tax and the social services 
contribution, where applicable, from each payment of wages and salaries to | 
an employee. Under the group plan for making deductions, which covers most. 

employers of over ten persons, the amount deducted is remitted to the taxation 
department and, after the 30th of June, each employee is given a certificate 
by his employer showing the amount of deductions made. This certificate is 
presented at the time the income return is filed to indicate how much tax has 
already been paid. 

Employers with a small number of employees use a stamp deduction card. 
This card comes in two parts. Every four weeks the employer purchases stamps, 

also in two parts, for the amount of deductions made each pay day, and 
puts one stamp on each half of the card. At the end of the year the employer 
gives the employee half the card and sends the other half to the taxation 
department. 

A Employers, the self-employed, and non-employed persons, with incomes 
in excess of £104 annually, make a provisional payment of current income tax 
and social services contribution at the time the assessment for the previous 
year is being adjusted. One year later, when the same procedure is followed 
for the second year, an adjustment based on the actual income is made for the 


ki year’s payment. 
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ain ittetirs the various rae benefit programs, cei oludies ade pensions, 
) vided under the Social Services Consolidation Act. Serving under the Minister 
for Social Services is the Director General of Social Services who is the chief 
administrative officer. He is assisted by a deputy director- general and three 
F Restent directors-general. One assistant director-general is concerned with 
policy and legislation, one with finance and the third with benefits. 


a In addition to the central office there are six state headquarters. At these 
“offices, which are located at the state capitals, there is a director of social 


‘services who is responsible to the director-general. 
i 


As 


-_ Regional offices are established in certain country areas and the registrar 
of social services in each such office is responsible to the director at the state 
_ headquarters. The registrar has the power to receive and investigate claims 
| for all pensions and benefits and, in the case of some benefits, to authorize 
‘Payment. | 


Bee ices in the state or to the nearest registrar of social services. 
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_ AGE PENSIONS SUMMARY. AUSTRALIA. SELECTED YEARS 1911 to 1949. 


Number of pensioners Fortnightly rate (a) 

Year ended June 30 Total Per 10,000 ee ke Mazimum 

population 
aa Seog ae | arbi 
0 SE RE RLS ER TARO nie 75, 502 168 eee | 200 0 
Braves hhh ee ory ate eth, 90, 892 182 19 % 20 0 
OR Rell AEN te iar Pacer 2 OL 99, 170 185 I val 30 0 
eh ee ee re is at 117,516 | - 198 33. 8 35 0 
Me Se. 7k Rot Wee enhe Halts 155, 196 24004 2 380) 5 40 0 
| SaaS 18 RAE Ee ag anes ls oc TOT 1O6E 293 58 /g 35 0 
ROP hit oor Ae 8 SLE Ste tay | ie. 272, 896 | 388 38 «6 40 0 
MY ss ones at ae oh Sou 252, 634 342 51 5 54 OO 
ee Pete ey het tata 264,826 355 62 8 65 (0 
NES: ER Sera MeA ee Se ioe Sy SOD 383 6205.5 65 0 
Ne gest. SRA Ald aay 302, 854 aoe Via 7% 0 - 
| 5 a8 Om 


Mh PO ee ee ad e2 321,327 406 81 


5 ource: AUSTRALIA QUARTERLY SUMMARY, JUNE, 1949. 
+ (a) Includes adjustment to cost of living price indices. 


 (b) At June 30, and subsequently, all invalid pensioners qualified for age pension by age and residence 
were transferred to age pension list. — 

% : : Y , 

an 


_ Applicants for age pensions apply for benefit to the director of social — 
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Appendix II 
Definition of Allowable Income 


Allowable income is defined as personal earnings, moneys, valuable con- 
sideration or profits earned, derived or received for a person’s own use or benefit, 
by any means from any source within or outside Australia It includes any — 
periodical payment or benefit by way of gift or allowance from a person (other 
than the father, mother, son or daughter of the person) but excludes certain 
specified items such as: payments from a friendly society; payments in respect 
of illness, infirmity or old age from any trade union, the value of food relief or 
like aid granted under any state law; maternity allowances, child endowment, 
hospital benefits, pharmaceutical benefits, and tuberculosis benefits. The income 
of a husband or wife is deemed to be half the total income of both. a 

In the calculation of income, the value of free board and lodging is assessed — 
at £32/10/- per annum. Where a.child under 16 years is dependent on a person, — 
income of that person is reduced by £26 per annum, less any sums received by the — 
person in respect of the child. 


- 
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Appendix III 


Defintion of Property 


Property includes all real or personal property as, for example, houses or 
land or interests therein, money in a bank or invested or lent to any person, © 
- bonds, shares in companies, interests in estates of deceased persons, livestock. ; 

However, in determining the value of property the following factors are dis- — 
regarded: the value of a permanent home owned by the pensioner or by his. 
spouse; the value of any furniture and personal effects; the surrender value, not 
exceeding £200, of life insurance policies; the capital value of any life interest 
or annuity; the value of any contingent interest; the present value, not exceeding 
£500, of any reversionary interest; the value of any property (not being a con-~ 
tingent or reversionary interest) to which a person is entitled from an estate but — 
which has not been received; the. amount of any war gratuity under the War 
Gratuity Acts of 1920 or 1945. (a 

In computinng the value of property, the amount of any lawful encumbrance, © 
other than on those items which are disregarded, is deducted. The value of the 
property of a husband or wife is taken to be one half the value of the property 
of the husband and wife combined. 3 a 

Insurance moneys which have been received with respect to the damage or 
destruction of a permanent home, owned by the pensioner or his spouse, and whic he 
are used for its repair or in building a new home, may be ignored, if the author- 
ities so wish, in determining the rate of pension. é 
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a“ 


Errects or INCOME AND PROPERTY QUALIFICATIONS ON AMOUNT 
or AcE PENSION, SINGLE PENSIONER 


(Annual Values) 
A—ALLOWABLE INCOME 


Allowable income Age pension - Total income 
ore ‘ £ 

110/10/- — 110/10/- 
— 110/10/- 130/10/—— 

—110/10/- | 160/10/- 

110/10/— 170/10/- 

~ 110/10/— — 188/10/- 

88/10/— ; 188/10/— 

68/10/— 188/10/- 

48/10/- | 188/10/— 

160 EE 2a LO foes sf 188/10/— 
188/10/- | Nil 188/10/— 


tha 
_ B—PROPERTY 


| Reduction of pension 
. Property value | “due to property 


£ 


109 or less 
150 
250 
450 — 
550 : 
650 75 
750 ; ~ 101/ sf te 


For siintie ets a ponaioner with giioeahian income of £100 
: annually and with property valued at £450 would receive a 
pension of ike 10/~ less £35, or ar 10/- annually. — 
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Appendix V 


‘tit ee e | q 
oe Errects or INCOME AND PROPERTY QUALIFICATIONS ON AMOUNT 
eas ; or AGE Pension, Marriep CoupLe—One Spouse ELIGIBLE 
G ; ; (Annual Values) = it 
Be a | ; | A—ALLOWABLE INCOME 
< - ; = - 
Allowable income Age pension Total income 

BF of couple of spouse of couple | 
i £ x Wa O€ 
| Nil 110/10/- 110/10/- 

50 110/10/- : 160/10/- 

100 110/10/- 210/10/- 
; chee cis a) OR 110/10/- 260/10/- 
ai ; 156 110/10/- » 266, 10/- 
" 200 ) 66/10/- 266/10/- 

; 220 46/10/- 266/10/- 
reek 230 36/10,- 266/10/- 
bik 240 . 26/10/- 266/10/- 
ee 266/10/- Nil 266/10/- 

Bi: 
‘i. 


B—PRopERTY 


Value of property Reduction of pension 
of couple due to property 
Me) f. y 
218 or less Nil an 
300 5 ae 
500 15 HS 
900 35 y 
1,100 55 
1,300 wD 
1,500 110/10/— 


For illustration: a married pensioner, with his spouse not 
eligible for pension, with allowable income of £200 for the couple 
and with the property of the couple valued at £900, would receive 
a pension of £66/10/— less £35, or £31/10/- annually. 


ae 
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Errects or INCOME AND PROPERTY QUALIFICATIONS ON AMOUNT 


_ or Ace Pensions, Marrmep Courre—Born{Eicinte 


(Annual Values) 


| _ A—ALLOWABLE INCOME 
ce EL : 4 . \ : ; 
Allowable income Age pension Total income 
of couple if of each of couple 


See ORLY £- a £ 


Nil ris 110/10/- 5) 291/-/— 
“50 hed *11070/> BTif- [= 
M150 89 oe 110/10/- 371/-/- 
156 T1010) este i 
88/10/- ety =) 
63/10/- Ree eae |S, 
38/10/— OTT ys 
13/10/- Pele: 
ikl Td Mamet yey eis 


B—PRoPERTY 


Value of property _ Redhehion of each pension 
of couple : Rone to ERODE. 


oy TRU : nae 


218 or less ie i Nil | 
300 iets || ‘ 5 
500 ie 15 

Rung. | 35 

17300 | 75 

re ak ages 
EBDO TI cat ir iy ee 1010/5 


Ror Tete when a ied couple both Of whom are 
eligible for pension have, between them allowable income of 
£200 and property valued at £900, each would receive a pension 
of ee) 10/— less £35 or ad 10/- annually. 
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Appendix VII 


OPERATIONS OF NATIONAL WELFARE FuND, AUSTRALIA 1943-44 ro 1949-50 


Item 1943-44 


1. Balance from previous year|.......... 


2. Appropriation from Con- 
solidated Revenue: 
(a) Social Services Con- 


Sources: Bupcer Spzecnes of Commonwealth Treasurer LNs to 1949-50, and BupGsET Papers 


ATIVE CRON Eel hte wa ek | Soe ae te ees Oe ee 
COPPER EOL AS cite cei eis he Folch eee 
TRUUOENCT aes wat? Ze 27, 889 
3. Interest on Investments..].......... 
Aa LOtal pinGOMes, .aeiele ee ok 27, 889 
5. Total, Expenditures....... 2, 364 
6. Balance to following year. . 25,525 
1946-47. 


(1) Amount not available; ‘‘other’’ appropriation shown for brave years was made in lieu of contributic on 


amount collected. 


(In £ 000) 

1944-45 | 1945-46 

25,525 | 53,074 
(1) 

11,499 

30,000 | 35,000 

255 502 

55,780 | 100,075 

2,707 | 53,162 

53,074 | 46,914 


Nore: Totals may not add exactly, due to rounding. 


Appendix VIII 


1946-47 


112,016 
62,022 
49, 994 


1947-48 


138, 540 
68, 613 
69, 928 


| | | | 


i A io, 
vat HOS a4 one 
‘e ¢ Loa ta * 
ms t ie . “ i.) : 
ten SE a ; 
aA te 
1949-50. ‘ 
1948-49 estimate 
69, 928 99, 880 
90,255 99, 000 
19,803 22, 000 
672 
180, 657 221,630 
80,777 | 100,425 
99, 880 PAL. 205, 


AUSTRALIAN COMMONWEALTH GOVERNMENT EXPENDITURES ON SoctaL SERVICES (1) 
1938-39 AND 1945-46 To 1949-50 


Item 


. Age and Invalid Pensions........... 
. Funeral Benefits for Age and Invalid 


EG GTONOT eer e ek ein ese ice ett) Atal ce Ne 


Me Oe BAO WIDOT ts are oe eee Pee 


J 

2 

3. 

4. Maternity Allowances............... 
5 

6 


. Unemployment and Sickness 


RONG tae: Catt a iNrs icra ek ALE oe Pete he oes 
ee OM aD LYS ena bi lr Ga tronieawe,) chats aks cores cided ache ORR aa ele ee 
BP eRLOsOr CAL DONGLE ie e+ Soka ee orale) coe Ls 
9 


: Pharmaceutical Benefits 


12. National Health Services: 
(a) Medical Benefits 


(i Miscellaneous Services. 0.25 Bae Cu a dR AS, peas tis hae a ale A a a 


13. Rental Rebates Under Housing 
Agreement 


' Source: Bupaer Sprrcuss. 


(1)Expenditures shown for 1945-46 to 1949-50 are paid from the National Welfare Fund; ine sho wn fc 


1938-39, from general revenue. 


(In £ 000) 
1938-39 1945-46 
15,992 26, 962 
185 
3,247 
437 2,493 
18,019 
1,144 
14a 
16,429 53, 162 


Nore: Due to rounding, totals may not add exactly. 


1946-47 


29,417 
209 


3,366 — 


3,026 
19,863 


62, 022 


1947-48 


36, 536 


210 
3, 904 


1948-49 
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80,777 


1949-50 
estimat e 


AG! 
100, 42 
Ne 


~ 
__ 


\ 
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Appendix IX 


REVENUES OF THE AUSTRALIAN COMMONWEALTH GOVERNMENT > 
1948-49, 1949-50 


Year Ended June 30, Year Ended June 30, 
‘ : 1949 1950, (Estimate) 


Amount Per Cent Amount Per Cent 


aS ee | | 


UE NGMIAE hd Kee es cs bre Ks Mt AS PA ks fos yak Ged 63,464 11-4 60,500 11-1 

ER dR NS te ea” eats He ier aes te a ia i Sn ka 62,735 11-3 64, 000 11-8 

A TM iar, SA < Lntedath he ee ae GU RRS Sees ches SR 39, 029 7-0 35,000 6-4 

mnoaimie lar—sIndi viduals yi is. Pin. sb nace nek see oh 109, 214 19-7 96, 000 17-6 

OUD AGIOS Te Ne oie 72,878 13-1 81,000 14-9 

. Social Services Contributions.................... 90, 255 16-3 99,000 18-2 

OES Tey an Se OE a oS CA ea ee ee 19, 803 3-6 22-000 4-0 

TRE RES SRS ae SESSA iP na dad le 7 MR ai 24 © ., 3,032 0-5 4,000 0-7 

oo SEGA BLU a gag elt Ra aD iy ORM a ENON ayR 4,740 0-9 5,000 0-9 

PRECTCAIDINGHLAL LAX os bc. ok aes wae eN sae a eS 5, 299 1-0 4,200 0:8 

r LA EGA Sea SE aml Bal CAPR Rene ne 6A RS Bn pal ae 581 0-1 500 0-1 
MIN VCO a Ek Res Baki de che ott iobbe, lad ok ets " aa My SRE MRR ME PRISE APN RE) Fram ores ef 

ACS 2 AR peeing ke Ga ay, 5 oe ore eel ed ON es 0 So 471,026 85-0 471,200 86-6 

2. Bustness UNDERTAKING AND SURPLUS BALANCES 

Serror-L RUST ACCOUNTS: 2.05.0... 2 0p eee la ca 51,912 9-4 48,700 9-0 

e3. MISCELLANEOUS REVENUE AND TERRITORIES........ 12,109 pape 12,100 2-2 

4, Primary Propucrion—Self Balancing Items...... 19, 329 3:5 12,000 2-2 
x | | | 

Mer OTAL....5.%.... hao Ane Bis OP SEs SE nak Pc me 554,377 100-0 544, 000 100-0 


;’ Source: BupaGer Srrrcu, 1949-50, Treasury of the Commonwealth of Australia, September 7, 1949. 
Norse: Totals may not add exactly, due to rounding. 


a SOURCES 


f Social Services oat Act, 1947 as amended by Social Services 
Consolidation Act, 1948, Social Services Consolidation Act. (No. 2), 1948 and by 
- Social Services Consolidation Act, 1949. 


4 National Welfare Fund Act, 1943 as amended by National Welfare Fund 
Act, 1945. 


ee Social Services Contribution Assessment Act, 1945. 
) Social Services Contribution Act, 1945. 


~~ Social Services of the Commonwealth, Commonwealth Department of Social 
‘Services, Melbourne, 1949. 


Official Year Book, Commonwealth of Australia, No. 36, 1944-45. 


Australia in Facts and Figures, Commonwealth Department of Informa- 
, tion, Issue No. 24, 1949. 


Australian Statistics, Quarterly Summary, Commonwealth Bureau of Statis- 
ties, Canberra, June, 1949. 


Budget Speeches, 1943-44 to 1949-50. 

| Rates of Taxation, 1944-45, J. M. White and William Benjamin. 
National Income and Expenditure, 1948-49. 

_- Annual Report of Director-General of Social Services, 1946-47 and 1947-48. 


| oe Income Tax and Social Services Contribution Deduction Schedules (weekly), 
. me ctve July 1, 1949. 
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The Wirness: Mr. Chairman, and members of the committee: To could 
- tinue, I would like to say we have tried to set down in this memorandum the 
main features of the old age income security system in Australia. We havel 
not attempted to go into detail—which would have required a memorandulig 
three or four times the size of the one before you. 
We do not have information in the same detail as in the case of Canada, 

but I think that we have the essential features which should be useful in examin-— 
ing the framework of the Australia program. We have tried to be objective | 
and impartial in our presentation. We have used official documents and 
abstracts. You will notice on page 31 that we have listed the sources of infor-— 
mation used. In addition to these published sources, we have, of course, material — 
from Australia on file,—including correspondence that has been carried on 
over a period of years with the Australian Department of Social Services. 4 
Mr. Chairman, in dealing with Australia, I would like, first of all, to make — 
some general comments of an introductory nature and then to spend. time look-— 
ing into the age pension in some detail, then to review the financing of the 
scheme, and, finally, to add a few comments on the administration. a 
I ane we should note that, from a constitutional point of view, the power 

to legislate in the field of old age pensions in Australia rests with the federal 
government. With the feder ‘ation of the Australian states on the 1st of January 
1901 provision was made in the constitution whereby invalid and old age pen- 
sions would fall within federal jurisdiction. This inelusion arose mainly because 
of the wide interest at that time in certain states in Australia in invalid and old~ 
age pensions. There was also the influence of New Zealand which had adopted 
old age pensions legislation in 1898, a few years earlier. ¥ 
After confederation, two of the states, Victoria and New South Wales intro- r 
duced old age pensions but it was not until 1908 that the Commonwealth took 
action to introduce an Invalid and Old Age Pension Act. With the putting into 
effect of this Act the states of Victoria and New South Wales withdrew from 
the field. Since the inception of the scheme there has been a steady liberaliza- 
tion of the rate of benefit and of the means test, with the exception of the 
depression period when two reductions in the rate of pension were made. One 
interesting feature which I think we should look at later is the fact that on two 
occasions Australia introduced a cost-of-living index adjustment. Australia 
felt that they could adjust their rate of pension with the rise and fall in the 
cost of living. 
Now, I would like to make one comment concerning any comparisons that 

I may make with regard to the pension rate in Australia and the old age 
pension paid in Canada. You will find that comment is shown as a footnote 
on page 1: a 
The current rate of exchange is $2.47 in Canadian dollars for an 
Australian pound. This exchanse rate is helpful in indicating what 4 
Australian cash benefit would itoude if the benefit were paid to : 
beneficiary in Canada and is the only yardstick available for translit 

ing the cash benefit in Canadian terms. It does not, however, measure 

in Canadian terms the actual purchasing power of an Australian cash h 
benefit expended in Australia. Such a comparison involves not only 

the amount of the cash benefit but also the relation of that cash benefit 

to price levels and consumption patterns. 


1 why 


I think it should also be mentioned that in 1938 the Commonwealth Parlia- , 

ment passed a National Health and Pensions Insurance Bill. This Act provided 

for the enrolment of 1,850,000 employed persons and promised protection fa 

some 3,600,000 persons or about half of the population. There were certai i 
aq 
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exclusions. Greve was a ceiling of seven pounds per week; self-employed such © 

farmers and shopkeepers were not covered by the program; government 

Beis ces were also excluded. Contributions were made on a tripartite basis. 

Contributions were to commence at age fourteen and they were to continue until 

retirement which was to be sixty years of age for women and sixty-five years of 

“age for men. 

In addition to equal employer and employee contributions there was to be a 
supplementary amount made available from the treasury. 

The benefits that were to be provided under this bill were three in number: 
al. sickness benefits to people who were unemployed because of illness; 2. medical 

benefits which included treatment by qualified insurance doctors and certain free 
drugs; and 3. an old age pension which was to be £1 a week for men sixty-five 
“years of age and over and 15 shillings a week for women 60 years of age and 

- over. 

z This Act was never proclaimed. There was considerable criticism that the 

contributory scheme bore heavily on the lower income groups and that it was 
only, providing partial coverage. The government never proclaimed the Act 
because of the advent of the war, and in 1947, when the Social Services Consoli- 
dation Act was introduced, this Act was repealed. 

Mr. Crotu: Why are we being troubled with something that they did not 
“pass? Let us have something that yey did pass. I do not care about the mis- 
takes they made. 

_ The CHarrman: It is a question of opinion whether it was a mistake. 

Mr. Croix: But they did not pass it so it must have been a mistake. 

The Cuarrman: They deemed it was a mistake. 

Mr. Crouxi: Let us deal with what the law is. 

i Mr. Rosertson: You can only learn by mistakes. 


5 The Wrrnsss: I think another point which should be mentioned is that the 
Old Age Pension is a part of a general social services program, and that the other 
Denefits include funeral benefits for deceased aged and invalid pensioners; invalid 
‘Pensions ; widows pensions; maternity allowances; child endowment which is 
equivalent.to our family allowances; emmy atoat and sickness benefits; and 
rehabilitation allowances. 
2 Of these benefits, the maternity allowances and the child endowment are on 
@ non-means test Banik, The other cash benefits are provided under a means 
test, and include the unemployment and sickness benefits. However, in the case 
of the unemployment and sickness benefits the means test is applied to income 
but not to property. 
be. In addition to these cash benefits, there are three health benefits. There is 
a hospital benefit scheme with no means test; pharmaceutical benefits with no 
‘means test; and tuberculosis benefits which are allowances on a means test basis 
for tuberculosis patients. 
= 1 think, Mr. Chairman, that before we get into the details, and in order to 
\set the program out in relief, we should mention that the social services in 
Australia were for many years financed directly from general revenues; ‘but in 
recent years they established a national welfare fund and from that fund moneys 
Jare obtained to finance all these social services which I have outlined, inelucaBe 
ithe Old Age Pensions. 
E Revenue for this fund is obtained through two types of taxes. One is a ant 
rvice contribution which is payable by individuals on income and also vine 
| payable by private companies, while the other is a payroll tax. 
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By Mr. Croll: : e. 

Q. What do you mean by “payroll tax”? You say that the riers is a ‘social 
service tax. Do you mean the method of collection is different? Will you please © 
explain?—A. The social service tax is combined with the income tax and collected 
as part of the income tax through the income tax collection machinery. ie 


Mr. Brown: In other words, the government pays part and industry pays 


a part. fe 
The CHAIRMAN: No, no, please. 

Mr. Crouu: Let me follow through for a moment. 

The CHAIRMAN: Well, Mr. Willard will answer your question. 

The Wirness: The social services contribution is paid by individuals when | 
they pay their income taxes. | 


iq 


By Mr. Croll: | 

Q. As a percentage?—A. As a percentage, that is right; and the Sen q 

tax 1s a payment by employers on the basis of their payroll. It is 25 per cent 

of their payroll. i 
Q. That is clear. That is what I wanted. 

The CuarrMan: Mr. Willard will go into these details later. 

The Witness: That is right. 

Mr. Laine: The details will show the percentages derived from variouel 

sources. 2 

The CuHatrMan: That is right. 


By Mr. Brown: . 

Q. But is this not an income tax that you are talking about?—A. Yes. 
This social service tax 1s on income. | 
Q. Then it is an income tax out of the general fund?—A. That is right. 

Q. What about the employers, what contribution do they make?—A. They 
have a payroll tax. 
Mr. Croitu: But’ that is not their contribution. It is the individual con 
tribution. ‘ 
Mr. Brown: That is right. 


Mr. Suaw: So far the individual pays the whole shot in both taxes. It | is 
not an employer’s contribution. It is a straight employee payment, a second tax 
on the employee. 3 


By the Chairman: 4 

. Is it paid by the employer or by the employee?—A. The employee pays 

the social services contribution. On the other hand, the employer as an indi- 
vidual will pay, as all persons with income will pay, the social services con- 
tribution. y 
Q. Well what about the payroll tax?—A. The payroll tax is paid by the 
employer. b; 
Mr. Crouu: No!. 


The CHAIRMAN: Yes, it is. 


By Mr. Croll: cE 
Q. Oh, no. It is not paid by the employer. It is paid by the omplag 
—A. By the employer. 
Q. On what?—A. On the basis of his payroll; 24 per cent of his payroll. ; 
Q. And it is not deducted from the employee? So I was wrong. me 
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Mr. Brown: Where does the government make a contribution? 

3 The CHAIRMAN: We will come to that. I think there is a special fund for 

; social security, and we will be coming to the division of it later. 

: The Witness: With respect to Australia itself, I mentioned that it is about | 

~ 80 per cent of the size of Canada and that it has a population now of about 

- 7-8 millions compared with 13-5 millions for Canada. That population has been 

_ aging as in Canada, but there is a higher proportion of people over the age 

‘ of 65. I could give you the recent percentages for Australia. In 1947 those of the 

age of 65 and over constituted 8 per cent of the total population. Those of 

_ 60 years of age and over constituted 12-2 per cent. 

| I think, Mr. Chairman, if the committee members will agree, we can move 

_ on to the age pension itself. 

Y The Cuarrman: If any of the members wish to ask questions at this time 
eI invite them to do so. 


By Mr. Shaw: 
Q. I would like to get this straight. Is this social service contribution which . 
: was referred to collected with the income tax of 5 per cent?—A. It starts at 14 
_ per cent and it goes up to 74 per cent. It is on a graded scale. 

Q. Based on the Stet of income of the individual?—A. Yes. 
oa Q. That is a percentage?—A. Yes. 


The CHAIRMAN: You will find the details of it on page 18. 


4 7 By Mr. Shaw: 
Q. And the other is a 24 per cent tax on the payroll?—A. That is right. 


By Mr. Brown: 
. Q. This social security contribution is paid by everybody, not just by 
~ workmen in a factory, but by everybody who has an income, at a certain rate? 
-A. Everybody; and the very broad base that it has will he shown later on. 
% By Mr. Croll: 
% Q. Somewhere in the back of my mind was the thought that there was a 
‘ mistake. I understand that Mr. Willard said that there is a certain percentage 
Paid from income tax, and that the employer pays a payroll tax. But on page 
19 I see that the aniployer is required to deduct both the income tax and the 
% social service contribution, where applicable, from each payment of wages and 
2 salaries to employees. So it would appear to be a deduction from the employee? 
, EN That is a social services contribution. 


By the Chairman: 
Q. It is not a payroll tax?—A. It is not a payroll tax. The employer deducts 
the social security contribution and submits it to the treasury; and in addition 
F to that, the employer has to pay 24 per cent of his payroll. 
/ ‘Mr. Crotu: That is where I went wrong. Thank you. 
me The Cuamrman: Are there any more general questions? 


2 
*, By Mr. Ashbourne: 
a — Q. I notice that the current page of exchange is $2.47. Are‘all these pounds 
: peonverted at that rate right through the brief?—-A. Mr. Chairman, we have only 
| converted on page 1. 
2 _ The Cuatrman: They’ are not converted later in the brief. 

ma 
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By Mr. Ashbourne: | eae 
Q. The reason I mentioned it is that I think previously ihe Avstreliedl 
pound was at a discount of about 20 per cent as compared with the English — 
pound. So I was wondering if anything has happened since the pound was- 
devalued, and whether there had been any increase made in the pension?—A. No, 
there has not been any change since that time. And this was the existing foreign — 
exchange rate as of a few weeks ago when we started to work on this memo-_ 
randum. 
By the C Nae Wise 1 
Q. Would you care to enlarge on the last sentence or note at the bottom 
of page 1 with respect to Canadian dollars as compared with the cost of living? 
Any information which you have, Mr. Willard, will be acceptable. We do not 
ask you to give us a definite opinion on it, but anything which could enlighten 
the committee members would ‘be acceptable. —A, The reason why it is difficult 
to do that is that when you compare two countries, you are comparing two areas 
which may have different levels of living for which the official foreign exchange © 
rates do not necessarily reflect the actual purchasing power in the two countries. 
The foreign exchange rates are influenced by many complicated political and ¥ 
economic forces. 
For instance, if we had taken these rates a year ago, they would have peel 
quite different because since that time there has been considerable adjustment 
in the exchange rates in many countries throughout the world, while the pens 
in this country and Australia has remained the same. 
I took the liberty of putting in this figure only because it would represent 
the value of an Australian pound spent in Canada by a beneficiary. We know 
what it would buy. Or, conversely, if we took a Canadian pension dollar and 
spent it in Australia, we would know how much it would buy for a Canadian 
pensioner, if he were there. 
But it does not tell us what the actual value of a pound spent by a pensioner 
in Australia would mean in real purchasing power as compared with an sauvage 
amount spent in Canada by a pensioner. . 
Q. I know it doesn’t. That is why I asked what the real situation is. Do 
you make a comparison? 
Mr. SuHaw: Is it not also conceivable that their methods of eee the 
costs of living index may be different from ours? 


The Wirness: I was going to add if you try to compare official cost of living 
indexes you run into this difficulty. Different weights have been employed; 
different surveys have been used as the basis for those weights. In Canada the 
weights may be based on the survey that took place in 1937-1938 of a family 
group of five with the years 1935 to 1939 as a base for the index. In Aust 
you may find that the index base is a period back in 1927 or thereabouts that is 
used. The base period may be different, the weights may be different, the actual 
level or standard of living in the two counties may be different. 


Mr. Brown: In other words we want to know how many loaves of bread and 
quarts of milk you can buy for a dollar and how many loaves of bread a 1d 
quarts of milk you can buy for a pound. 

The CuHatrMan: That is the question practically put. 


The Wirness: In my opinion Mr. Chairman, that is one of the most difcul It 
things to answer. a 


Mr. Brown: Have we any figures to show what prices are for, say, breae 
and milk, in Australia? q 
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‘i e CruTaM AN Doy you have any wea that vou can give us on Hihe following @ eave 
Bieri how does £110. compare in purchasing power in Australia with rs een 


purchasing power in Canada? me 
“ae | Ey 
~The Wirness: No, Mr. Chairman. Been 


The. Carman: Is it less? What is your opinion, if you have any knowledge . 
rout it? If you have none, well, just say so. se 


The Wrrness: We have no objective way at the present time of determining 
that, short of spending a very great deal of time and money. I do not feel it would a 
be possible for us to put in the hands of the committee a definite comparison of 
él at type. 

a ‘The CHAIRMAN: I understand, but has £110 in Australia more purchasing BAY Cea 
p ower than $480 (Canadian) here in Canada? Is it more or is it less? Bk 


~ Mr. Latna: Mr. Chairman, is there not an entirely different system of con- — 
ditions as between the two countries? I understand for instance they are still } 
operating food subsidies in Australia. Bee ee 


~ 


q _ The Cuairman: That is right. Keon 


gq ~ The Wirness: Perhaps, Mr. Chairman, I might indicate why I want to i Ae 
cautious on this. I refer to-an article in the Monthly Labour Review of Nov- 
mber, 1949, in which a study was made in the United States on the indexes of Gharenaeh 
urchasing power of hourly earnings in terms of food in eighteen foreign countries Bent: 
or selected periods, based on the United States weights equalling 100; Australia boas: te 


yas 98 and Canada was 84. 


_ The Cuartrman: Gentlemen there is a vote in the house. The connie wu } 
sti ind adjourned until next Tuesday. 


b 
By 


_ —The committee adjourned to meet again on Tuesday, April 285, ae , 
11:00 a.m. ; es Feics 
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M Bn 24th April 1950. 


he » House of Canoe on Old ‘Ate ee ster er aia Seen 
ae = The same was then read by the Clerk, as follows:— ents 
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‘he Joint Committee of the Senate and the House of Commons on oe pee ne 
ity. begs leave to make their first Report, as follows:— 
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H. KING, 
Joint Chairman. 


v With leave of the senate 
Po Phe said Report was adopted. 
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MINUTES OF PROCEEDINGS | 
Turspay, April 25, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 11 a.m. Honourable Senator King and Mr. Jean Lesage, M.P., 
_ Joint Chairmen, were present. Mr. Lesage ee 


Also present: 


5 The Senate: Honourable Senators Burke, Doone, Farquhar, Ferland, 
_ Hurtubise, Vaillancourt. 


: The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 

_ Brooks, Brown (Essex West), Corry, Cote (Verdun- La Salle), Courtemanche, 
. Croll, Ferrie, Fleming, Knowles, Laing, MacInnis, Picard, Richard (Gloucester) , 
$ Shaw, Smith (Queens-Shelburne), Welbourn. 


= In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare, and 
Mr. J. W. Willard, Director of Research, Department of National Health and 
_ Welfare. 


pa 


4 Honourable Senator King referred to the loss sustained by the Committee 
oe eee the recent death of one of its distinguished members, Senator Antoine 

J. Leger. Messrs. MacInnis, Richard (Gloucester) , eee and Shaw joined in 
Be piribute to the memory of the deceased Senator. 


g _ Mr. Willard was necatied and further examined on his brief relative to the 

Australian Old Age Income Security Programs. Following Mr. Willard’s 
examination the Chairman thanked him for having given very valuable informa- 
- tion to the Committee. He announced that the Steering Committee would meet 
"immediately after adjournment. 


+ The Committee adjourned until 4 p.m. this day. 
bo 


joe AFTERNOON SITTING 


‘The Committee resumed at 4 p.m. Honourable Senator J. H. King and 
Mr. Jean Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


a — ee 


- 
\a Also present: 


| ~The Senate: Honourable Senators Doone, Farquhar, Ferland, Hurtubise, 
gy aillancourt. 
‘% The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 
i. "Brooks, Brown (Essex West), Corry, Cote (Verdun- La Salle), Courtemanche, 
Croll, Diefenbaker, Ferrie, Fleming, Knowles, Laing, MacInnis, Picard, Richard 
Gloucester), Smith (Queens- Shelburne) , Weaver Welbourn. 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare, and 
| OM: J. W. Willard, Director of Research, Department of National Health and 
Welfare. 
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this day’s. Minutes of or Bvidence uae eka : 
na Dr. Davidson was recalled, He submitted a brief ‘on New Z zy 
Y hora ie oie Programs. , ey Ac Sp tea r 


It was agreed that the brief . taken as read and incorporated in 
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Examination of the witness followed. 


At 6 o’clock the Committee adjourned until Wednesday, April 26, at 4 p 
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MINUTES OF EVIDENCE 


HovusE oF COMMONS, 
April 25, 1950. 


f: S The Joint Special Committee of the Senate and the House of Commons on 


Old Age Security met this day at 11.00 am., Hon. Mr. J. H. King and Mr. 
. Lesage (Joint Chairmen). Mr. J. Lesage, presided. 
_ The Cuairman: Gentlemen, we have a quorum, 
Hon. Mr. Kine: Mr. Chairman, and honourable senators: may I be per- 
mitted to say a. word of regret and sorrow in the passing of one of the dis- 
tinguised members of this joint committee. I refer to Senator Leger of New ie 
Ba rimsyick. The Senator had long experience in public life in his native province. . 
He was a member of the legislature and a member of the government in that — 
Be pence. He was a lawyer by profession and he was appointed to the Senate 
(1985. 
He became one of the most useful enpens of our body of: parliament 
because of his knowledge of the statute and the drawing of the statute. He was 
one of our best committee members, a conscientious worker, oe in attendance, = 
F and, as far as we in‘the Senate are concerned, we feel his loss very deeply, and 
I feel satisfied that this committee, in his passing, has lost something. I am sure 
— you will join with me in expressing the regrets of this committee to his family 
in his departure. 
~ Mr. MacInnis: May I be permitted to add a word to what Dr. King has - 
it just said. I feel the loss of Senator Leger very much. My acquaintance with him 
a does not extend over a very long period of time, but it was very pleasant. 
~ Senator Leger was one of the parliamentary advisors to the Canadian delegation — er 
_ to the United Nations in 1947. I happened to be one of the parliamentary 
eee advisors on that occasion and I came to know him very well for the’first time. 
“appreciated very, very much his kindly and companionable nature. I do _ 
Bish that I may add my regrets and, if I may speak for the other members of 
he House of Commons, I would like to include them. 


e Mr. Ricwarp: Mr. Chairman, I was not aware that Senator Leger was a 
ae ie of this committee. That is probably my own fault because I have 
missed a number of meetings. I feel that I should say something for several 
_ reasons. Senator Leger was one of the few Acadians in Ottawa, either in the 
House of Commons or in the Senate. Our capable secretary is one of them. 
fe are a different brand of French Canadian, we Acadians, as you probably 
Beow: ; 

e- Senator Leger was a very capable and Hard working man. He was an histor-— 
lan. He had written many books on the history of. Acadia and, only a few weeks 
peo on the train coming up, we had a little argument, the Senator and I, about 
a lost. village which existed before the expulsion of 1755 but could not be dis- iy 
eovered with available historical data. He sent me a small pamphlet which 
e had written himself on the matter—it was very thoughtful of him. . 
How little one knows how suddenly the end may come. We were discussing 
a New Brunswick vacany in the Senate and Senator Leger said jokingly that 
FY ou fellows need not be looking for my place, because I am good for another, 
ten years.” 

e. In\a good many ways Senator Leger was a very helpful man. I think es 
ad af even forgotten his politics in the Senate. He was always oy to help 
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anyone, irrespective of aa party. He has been of great anctaiees in cated 
ways to new members of the House of Commons and he will be missed by the 
members here and also in New Brunswick. 

I knew Senator Leger for many years, and as a matter of fact I sat in a 
house in New Brunswick as financial critic against him when he was the q 
provincial treasurer. I lambasted him as much as I could until he came here © 
and then I took his place and found out that it was not>such an easy job. — 
Certainly the Senate has lost a hard worker in the person of Senator Leger. 

Mr. Brooxs: Mr. Chairman, I do not feel that I can add very much to what — 
has already been said by my good friend Mr. Richard but I also was a colleague — 
of Senator Leger in the house in New Brunswick. As Mr. Richard has said he ~ 
was one of the outstanding men of the province of New Brunswick. He was | 
not only an outstanding Acadian but he was also a very outstanding Canadian. ~ 
He was respected and liked by people of all races in our province and he was — 
a very broadminded man and a friend of all. As I say, I do not feel that I can — 
add any more to what Mr. Richard has said but his passing was a very great — 
shock to his many friends in the province of New Brunswick and in the rest — 
of Canada. 

Mr. SuHaw: Mr. Chairman, it’ was not my good fortune to know Senator — 
Leger personally but I wish to concur in the observations that have been made. — 
On behalf of Mr. Beyerstein and the other members of our group I wish to 
express our very sincere regret at his passing. j 

The CHairMAN: Thank you gentlemen, now, I think that there should — 
be a meeting of the steering committee today. What time would suit the 
members? | ] 

Mr. Furmine: Will it be long? 

The CHAIRMAN: No. | 

Mr. Fieminc: Why not hold it immediately after the close of this meeting? 4 


as “eae ara Very well. 


is ayeaily nit a great ioe in them Sieh we can learn or gain. There are no news : 
principles. I think we are taking far too much time with these briefs and it is 
my suggestion that the steering committee should have placed before them the 
thought, with respect to the commonwealth briefs, that they should be presented 
to the members of the committee beforehand and read. Then, if there are ques- 
tions they can be asked, but we would not need to go through the briefs as 
minutely as we have gone through this brief. I make that suggestion because 
I intend to bring it before the steering committee. 

The CHarrMAN: As we are going on with Australia this morning, cous we 
have the general consenus of opinion of the committee right away? What is the 
reaction of the members to Mr. Croll’s suggestion? a 

Mr. Brown: Did you not establish an agenda that we were going to folle W 
with respect to the various countries—Australia and New Zealand? | 

The CHarrMANn: We are already late, there is no doubt about that. I think 
it would be the wish of the committee though, to have the brief for Australia 
dealt with. Most of them have read the brief and Mr. Willard our witness 
might tell us what the various divisions of his statement are so that questi nS 
may be asked on each division in turn. 

Mr. Suaw: We feel that we should know what is being done in these various 
countries with respect to old age security but I agree with Mr. Croll that while 
‘we are doing that we should have pointed out to us only those things t oa 
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a asically different and that may enable us to arrive at some satisfactory con- 
- clusion. There is a lot of detail that we cannot understand, never mind make 
use of, because of the differences between our country and Australia. We feel 
that we e should have the highlights and the fundamental differences. 


The CuarrMAN: Perhaps I had better take up the matter with the steering 

_ committee. 

| Mr. Picarp: I think Mr. Croll’s suggestion is deserving of consideration 

right now. This is my first meeting but I have been trying to read the brief this 

- morning. I think we should all read the briefs and at the next meeting come 

_ prepared to ask questions—rather than to study them here. If we did that we 

_ would be doing like the school boy who studies while in school but does nothing 

- while outside of school. I do not mean to infer that we are doing nothing in this 

place, but if we can read these briefs outside of the meetings and come prepared 

to ask questions we would not waste so much time. 

‘3 Mr. Fiemina: It is in this committee that the time is so precious. I think 

i we are going to make a mistake if we re-open the matter. My suggestion is that 

_ we try to discipline ourselves and to get through with Australia this morning and | 

get started on New Zealand this afternoon. Referring to what Mr. Picard has 

said, it is understood that the members of the committee read the briefs before 

_ they come and that we are to confine our questions to matters that are contained 

— in the brief. 

| Mr. Larva: Is a question in order? 

The CHarrMAN: A question about the brief? 

= Mr. Laine: Concerning this brief. 

: The CuarrMan: I would ask Mr. Willard to give,us what he thinks is a 
judicious division of the statement, so that questions may be asked on each: 
division in turn. 


Y ot 
~~ 


Mr. J. Ww. Willard, Research Director, Department of National Health and 
a Welfare, Pe ned: 


The Wirness: At the last meeting we covered the introductory section. 

_ There was some discussion following that section and there might be some 
further discussion on it now. Then we might discuss the age pension and 
finally the financing of the program. 

The CuarmMan: We are still on the introductory part of it? 

| - The Wrrness: -Yes. 
~The Cuarrman: There was a question which I asked oan to which there 

| was no answer then? Is that right? 

‘The Witness: That is right. The question which arose at the last meeting 
| was with regard to converting the rate of Australian pounds into Canadian 
terms for the purpose of comparing pension rates. I made a statement on that 

matter, and, if it is your wish, I can develop that statement a little further 
today and point out the difficulties that we face in our efforts to translate 
- Australian pounds into Canadian terms and then the members can decide for 
_ themselves at that point. The last day I mentioned that one method of com- 
Niparison was to use the foreign exchange rates and I said this comparison was 
| valid in the following sense. It indicates what an Australian old age pension 
_ would provide if it were paid to a beneficiary in Canada. 
-_ But the foreign exchange rate does not adequately measure the purchasing 
| mere parity between the Australian pound and the Canadian dollar. 
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Foreign exchange rates are affected by’ many tite see than thovlevebone 
internal prices for consumer goods and services. They are affected, for sea a 


in international trade, by war debts, by flow of foreign investment, and by com-— 
plex political and economic factors. 

Today, they are, for the most part, rigidly maintained by ‘nfeaistion al 
agreement and foreign exchange control boards and in the short run do not reflect 
the play of free economic forces. | 

The artificial nature of the present exchange rate between the Acaetcali aai 
pound and the Canadian dollar is seen in a comparison of the value, in Canadian — 
money, of the Australian old age pension before and after the recent devaluation. — 
At present rates of exchange the Australian old age pension may be converted — 
into $272.94 Canadian. In September 1949, before the devaluation, the pension — 
could be exchanged for $357.19. The exchange value of the Australian old age — 
pension was therefore $357.19 the day before devaluation and $272.94 a few sayed 


It can be seen that on the basis of either the old or the new exchange rate | 
the Canadian pension was of higher value in terms of what it would buy in q 
Canada compared with what the Australian pension would: buy in Canada after 
being converted. 

Now another basis of comparison is to bring in the cost-of- living indexes - 
between the two countries. It is sometimes suggested the cost-of-living index 
should be used to adjust the relative values of the Sete in the two countries. 
I would like to comment on that point. 

Cost-of- living indexes in Canada and in Australia measure the change in 
the cost of a “basket” of goods and services which enter into the budget of wage 
earner families. The levels of living indicated by the index are, of course, not 
identical nor are the goods and services which are consumed by wage earner 
families and which enter into the cost-of-living index of both countries similar. 
There are different consumer habits brought about by climate, resources, and 
national habits. Food is cheaper in Australia relative to food in Canada, while e 
there is less expenditure on fuel and heavy clothing as the result of a more 
temperate climate. Other goods and services are, on the average, more expensive, 
particularly consumer durables and semi-durables. =) 

Now it is possible to adjust the cost-of-living indexes of the two countries 
to a 1937 base as the United Nations bulletin has done and, if you do that, you 
will find the Canadian index for August 1949 was 161 and that the Australia n 
index was 164 but it would not necessarily hold that on a basis of this compa 
son the cost of living in Australia is higher than in Canada and that the purchas- = 
ing power of a pension would necessarily be lower. 

I mentioned at our last meeting that different weights have been eninlee 
in the two indexes. For instance in the Australian index a weight of 38-7 pel 
cent is allocated to food whereas in the Canadian index a weight of 31 per Be 
is allocated to food. That is only an illustration of how weights can vary 1 
different countries. 4 

I mentioned also in our last session that the base of the two indexes is differ 
ent. The Australian base period is 1923 to 1927 and the Canadian base pera 
is 1935 to 1939. 

I would like to say that if we start comparing pensions in Australia an 
Canada by adjusting them to the cost-of-living index in the two countries wé 
face very real problems because the index in ‘Canada and Australia measur 
changes in the cost of a different basket of goods and services from a differen’ 
base period. Adjustment to a common base only disguises the bias created A 
the different base periods and the different goods and services’ covered, Conse 
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7 


‘Pp, :. 
7 


“ae 
A 
¢ . 


ge 


ay 4-4; 


ae ey TS) 5 uF) 
FP « a 


we, ¥40 ‘/‘, iy X + 


epee pig Fees: OLD AGE SECURITY : 
Mae Padihire items see for example, be abner in Australia than in Canada yet 
' both will be given an index df 100 in the base period. The indexes measure the 
= change in the cost of goods and services consumed by wage earner families. With- 
_ out knowing the original cost in the base period of these articles and services, a 
F _ comparison | of the cost of living by indexes alone is meaningless. | 
a _ There is a further complication that a general cost of living index does not 
accurately measure the cost of living of a particular sector of the community, 
- such as the aged. The consumption and expenditure patterns of older persons 
are different from those of the population generally. 
I would like to make a further comment with regard to the question of 
_ comparing food values. I was asked at the last meeting of the committee to 
translate the relative purchasing power of the old age pension in the two coun- 
| _ tries into terms of milk and bread. In this regard I referred to a study that 
_ had been carried out in United States comparing the relative purchasing 
- power of hourly earnings in terms of food in different countries. I mentioned 
~ that for March 1949 the index number for Australia was 98 compared to 84 ~ 
_ for Canada based on U.S. food weights, which are similar to Canadian food 
_ weights. This finding would indicate that the purchasing power of an hour’s 
labour in terms of food in Australia is around 17 per cent greater than in 
ee rade. It would probably be safe to say that the cost of food in an elderly 
 person’s budget in Australia would be comparatively less than in Canada. 
But the use of only one item, such as food in the cost-of-living index may 
t be misleading in determining the relative purchasing power of the pension rates 
& in the two countries. Food may be cheaper in Australia relative to food prices 
: in Canada, but other items of expenditure may be higher relative to other items 
¥ in Canada. I can illustrate by pointing out that if you use the cost-of-living 
index to which I referred the food index in Canada reached 203 in August 1949 
~ in comparison with a food index of 164 in Australia. However, for all other 
items the index was only 142 in Canada as against an index number of 164 
in Australia. The net result was that though the food index was substantially 
higher i in Canada, the cost-of-living index was lower than that of Australia. 
lt has often been suggested that wages in a country might be used as a 
s Bendard to judge the relative magnitude of old age pensions in two countries. 
In the absence of other reliable data it has sometimes been suggested that 
= indication of the relative magnitude of old age pensions might be obtained 
By comparing them with the average wage rate of the country concerned. This 
i ipproach is slightly different from the ‘other modes of comparison just men- 
t: ioned. I have raised this fact since this comparison does not suggest the 
purchasing power of the pension in the two countries but rather a comparison 
! lat e average wage and the amount of benefit paid through the old age pension | 
n 1 the two countries. 
If we take September of 1949 which is the period for which I have com- 
“parable data, the monthly pension in Australia was 184s-2d. The monthly 
\ € earnings in that period were 754s—which indicates that the pension was 24-4 
| per cent of the monthly wage. For the same period in Canada the monthly 
‘i pension was $40; the monthly earnings were $180.95—which indicates that the 
pension was 22:1 per cent of the monthly wage. 
|. Again, Mr. Chairman, I think we should be cautioned by the fact that 
i" t this does not necessarily mean that the pension is unduly low in Canada. It 
i “m: nay also reflect the fact that the wage level in Canada is eat ely higher 
‘in relation to the pension paid. 
Further, I would also point out that the wage testsici ted we use vary in the 
WwW vo countries. There is a difference in the degree of industrialization in the 
vO pevountries; there is a difference in the kind of industrialization in the two 
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countries, and in the kind of industries walddeds in the two eres For instance, 
the Australian index includes the average hourly rates in manufacturing, — 
mining, construction, transportation, and agriculture. Whereas, in Canada, — 
the index includes the average hourly earnings in manufacturing, mining, mae 
transportation, building construction, highway construction, and services in 
hotels. It does not for example include agriculture. Accordingly, a slight 
difference in the pension relative to the average hourly wages in the two coun- 4 
tries, may be effected by the fact that the indexes include different items. Tt 
may reflect a higher relative pension level or a lower relative wage rate or both. 
Finally, Mr. Chairman, and this is a point I mentioned the last day, it 
would take time and money to obtain an objective assessment of the purchasing ~ 
power parity of old age pensions in the two countries. A reliable method for — 
estimating the purchasing power parity between the Australian pound and the — 
Canadian dollar would be through the pricing, in both countries, of a budget _ 
of goods and services for an elderly couple. | 
Representative goods and services, weighed in accordance with their relation 
importance in a Canadian budget for an elderly couple could be priced 1 in Canada 
and in Australia; while a similar list of goods and services weighed in accordance — 
with their relative importance in the Australian budget for an elderly couple, 
could be priced in Australia and in Canada, and the geometric mean taken of - 
each pair of results. i 
The ratios between the geometric mean of the budgets priced in Canada > 
and the budgets priced in Australia would give a close approximation to the 
true purchasing power parity between the two countries, which could be used. 
to compare your pension rates. 
Mr. Larne: Mr. Chairman, I would hke to ask a question on page 6. ‘There 4 
is the statement somewhere in the report that pensions were reduced during 
the depression years. What I would like to ask is, were they reduced dream 
in proportion to the reduction in the cost of living? 
The CuarrMan: Would you mind holding your question until we have 
completed this introductory section, please? ) 
Mr. Larnc: Certainly, Mr. Chairman. 


The CuHarrRMAN: Are there any more questions on the introductory section 
of this statement? 

Mr. Know es: It would seem, Mr. Chairman, from what Mr. Willard 
has said, that we should not spend too much time trying to compare actual 
pensions; perhaps our greatest effort should be in the principles pursued in tl © 
various countries. 

Mr. Crouu: I have one question on page 2. Mr. Willard, at the botton a 
of the first paragraph, after describing the general scheme, you say: “There 
was considerable opposition to this insurance measure, principally because 
of the method of financing adopted but also because it did not provide universal 
coverage. With the advent of war, the legislation was never proclaimed.” Cor ld 
you enlarge on that statement? q 

The Wirness: Mr. Chairman, with regard to the method of financing, 
in answer to Mr. Croll’s question, there was’ considerable feeling throughout 
the country that the tri-partite method of collection was not the most satisfactory 
means of raising funds for this insurance measure, particularly with regard 
to the employer and employee contribution. It eh: considered by some that 
this type of contribution bore heavily upon the lower income groups and 
opposition was raised to that method of financing. As you will see later on, 
Australia has a contributory scheme at the present time but it is not on the 
basis of employer-employee-state contributions, similar, for instance to. Ou! 
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< ‘unemployment insurance scheme in Canada or similar to the British type of 
‘ program. Now, there are, Mr. Chairman, some difference of opinion in Australia 
as to the method of financing programs and some favour a scheme similar to 
that in New Zealand where there is 7:5 per cent tax on the gross income. Others 
_ favour the tri- -partite system whereby employers and employees contribute on an 
_ equal basis, as is set out in the 1938 Act, and where the national government 
also contributes to the fund; and you have, as opposed to these views those 
who consider the present method of financing a more favourable type of 
financial arrangement. 

2 Mr. Crouu: Describe the present method, will you, while you are describing 
all these others and then we will have it all. 
_» The WITNEss: With regard to the social services contribution, provision 

is made whereby it is a graded contribution starting, after basie exemptions 
_ have been made, at 1-25 per cent and rising to 7-5 per cent. In New Zealand, 
_ for instance, the social security contribution is 7-5 per cent across the board on 
all gross income. In Australia, under the social service contribution, there are 
certain basic exemptions and then the contribution is graded, the percentage 
- increasing as income increases. In addition to the social services contribution, of 
_ course, there is the payroll tax of 2-5 per cent in Australia. 

Mr. Know es: Mr. Chairman, might I ask a further question with respect 

to these rates of contribution. It might be something Mr. Willard would have 

to get and bring to us later on. Could he tell us at what point the general 
“income tax comes in. Let me put it this way. At the point where the general 
’ income tax comes in what is the rate of social service contribution? 


The Witness: 7:5 per cent. We will come to that later. 


a 


By Mr. Fleming: 


— Q. I have one question, Mr. Chairman. I take it that what Mr. Willard 
~ has said about the difficulty of comparing benefits paid in Australia in terms 
_ of Australian pounds with payments made in Canada paid in Canadian dollars 
will apply equally to both sides of the ledger on contributions paid into the 
-fund?—A. Mr. Chairman, the contribution made into the fund under the social 
services contribution is on a percentage basis. 

Q. Quite, but I am speaking now in terms of the benefits arising -——A. Mr. 
Chairman, again there would be difficulty in comparing, for instance, the basic 
exemptions in Australia with the basic exemptions in Canada. 

——~——-Q. You get down to the same thing; there is very great difficulty in com- 
| paring the two sides of the ledger.—A. Yes. 


1 ae ebay Mr, Maclnnis: 
By Q: May I ask Mr. Willard if the old age pension, the old age security 
pension in Australia, is financed and administered wholly by the common- 
|. wealth government or do the states enter into the financial end of it the same as 
in the case of our provinces?—A. Mr. Chairman, it is a federally operated 
scheme. The constitution in Australia came into effect on the first of January, 
1901, and it placed invalid and old age pensions within the federal jurisdiction. 
In 1908 the federal government introduced the invalid and old age pension 
program, so that it is a federally operated scheme. 
|» Q. One more question which perhaps might be answered at this time. I 
understand that invalids are included in the old age pension program. At 
what age can an invalid come under the provisions of the old age pension?—A. 
Mr. MacInnis, as soon as an invalid who is receiving invalid benefits reaches 
the retirement age under the old age pension scheme he is transferred to the 
old age pension rolls. 
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Mr. Crouu: That does not answer hig question. & 


The Wrrness: Further to that, Mr. Chairman, an invalid person “may 
receive an invalid pension at the age ‘of sixteen and will continue on the pension — ’ 
up to the age of sixty-five in the case of a man and up to the age of sixty in © 
the case of a woman, at which time the invalid pensioner will go on the old age 
pension rolls. ae 

Mr. Ricuarp: Then sixteen is the age at which they begin to receive — 
invalid pension? 4 

The Wirness: Yes, sir. 

Mr. MacInnis: Are we on page 7? 

The Cuatrman: No, I am sorry. I prevented Mr. Laing from asking — 
questions on page 6 because we were still on the introductory section which — 
ends at page 5. I am sorry, but I want to be fair to everybody. 

Mr. MacInnis: If you would let me ask just one or two questions he 
could dispose of them. I might not be here when page 7 is taken up. 

The CuarrMAn: Mr. MacInnis, I am sorry; we will either have to stick — 
to the procedure we have laid out for ourselves or I will have to open the ~ 
thing wide so that any member can ask any question with respect to any part — 
of the brief he may wish to refer to. I am sorry, but I have got to keep the © 
procedure the same for all members of the committee. © a 

Mr. MacInnis: I am not objecting, Mr. Chairman. 4 

Mr. Knowtes: May I ask one question to clear up the answer given, witha 
regard to the collecting of the social security tax? 4 

The CHAIRMAN: That has been answered. 


By Mr. Knowles: i 
Q. But he gave an answer which I think should be cleared up at this — 
point. His answer was that there was a graduated tax ranging on a per 
cent up to 74 per cent?—A. That is right. 
Gy. INL, point is that when a person is put into a esroup where he pays 7 
per cent, would that be 74 per cent of the whole of his taxable income or just. ‘ 
on the top portion of it?—A. On the whole of his income. There are no basic. 
exemptions. There are certain exemptions. At higher levels the rate is 74 per " 
cent on the whole of his income. | 
Mr. Knowtss: I had other questions on the same page but I will hold he at 
until we reach that point. 


i: 
ot. 
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By Mr. Cote: 

Q. In answer to a question by I Mr. MacInnis, Mr. Willard said that the 
plan is operated federally in Australia; of course, in ‘Canada here the plan is one 
of joint operation by the provinces and the central government. I would like Mr. 
Willard to enlarge a little on that answer because of the point Mr. MacInnis 
raised.—A. Mr. Chairman, in answer to Mr. Cote’s question, I would again 
mention that the basic difference is because of the constitution. In 1900, when 
the states came together, old age and invalid pensions were included as one of 
the powers of the federal government and therefore the federal government has 
complete jurisdiction in that field. Now, with a federally operated scheme it 
means that the department of social services which is the federal administra- - 
tive agency, administers the scheme through its state offices. Of course, it means 
also that, with regard to certain matters such as the means test, these matters al are 
determined federally. In other words, in Canada, as we AUTEH from Dr. Davide 
son’s evidence, there are wide variations in the application of the means te st 
which provide a certain latitude to the provinces in the development. of their 
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"programs within the ieee federal terms. In Australia the federal law deter- 
mines all these matters many of which in Canada are at the discretion of the 
4 provincial authorities. 
a Q. Well then, under the Australian scheme, administration would be a 
- far more simple matter than it is in Canada; is that a fair conclusion?—A. I 
would say yes, Mr. Chairman. And there is no question of cone Ot 
. in Australia as there is in Canada. 
a The Cuatrman: Am I to take it then that operation or administration of 
me, ~ the scheme in Australia is carried out in much the same way as family allowance 
-is administered here in Canada, through regional offices in each of the 
i ovinces’? 
The Wirness: That would be a good comparison. 
The CHamrMAN: Are there any more questions on the first part?, We will now 
_ proceed to the pension scheme itself. Now, Mr. Laing, we are on page 6. 
> Mr. Laine: I did not want to interrupt, Mr. Chairman, any intention 
_ on your part to call upon Mr. Willard to explain this section but I think I agree 
with Mr. Croll that we should have all read this material by now. My ques- 
_ tion is this: There was direct reference to the fact that pensions in Australia 
* were reduced during the depression years. I do not know whether Mr. Willard 
has any material on this point, but my point is this: were pension reductions 
directly comparable to the reduction in the cost of living; because, as I envisage 
‘ ‘a system where you have this type of thing, it seems to me that any reduction 
_ which may be made, if it is to be vustified at all, should bear a direct relationship 
to the cost. of living at a given time, otherwise you are not going to have a 
- sound scheme. I was wondering whether or not he had any material to show 
whether the reductions in the pension rate paralleled the reductions in the cost 
of living during the period concerned. The point I am trying to make is that 
any pension scheme based on a means test should be based upon need and 
not upon rates or prices in effect at any particular time; the need is still there. 
~The Witnrss: Mr. Laing, I have no knowledge as to whether the Australian 
government reduced that rate in accordance with the fall in the cost of living 
“or not. I can say this, that at that time there was no cost-of-living adjustment 
_ provision in the old age pension scheme in Australia and therefore there was no 
automatic adjustment downw ard according to the fall in the cost of living. The 
; reductions i in the pension rate may have been the combined result of an adjust- 
ment of the rate to a fall in prices plus the need for retrenchment on the part 
of the commonwealth government. 
Mr. MacInnis: I think I saw somewhere in this reference to a cae in 
1% Bistralia which was discontinued, of paying pensions in accordance with the 
| cost of living. Is that in this brief‘ ? 
-_ The Cuairman: It is in the brief, Mr. MacInnis. 
-. The Wirness: Mr. Chairman, we might discuss at this stage the cost-of- 
- living index adjustments, if it is committee’ S wish. 
The Cuarrman: Yes, that would be all right. ) 
- The Witness: On two occasions the Australian government introduced Ki 
; _ procedure whereby the pension would be adjusted according to the cost-of-living 
a. The first occasion was in 1933 and they maintained this policy until 1937. 
- The Cuareman: You will find that on page 11. 
The Wirness: In this period, the cost-of-living index used was based only 
on food. Upper and lower limits were a part of the provision so that the pension 
would not be allowed to fall below 17s 6d. weekly or to go above 20s. weekly. In 
: Pie words, these upper and lower limits set out a range within which a rise or 
fall in the cost of living could effect an adjustment in the pension rate. These 
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adjustments were made annually. The scheme was abandoned in 1937, and in- 
1940 a new cost-of-living adjustment mechanism was introduced which was 
based on all the items in the cost-of-living index, including food, clothing, hous- | 
ing and so on. For each variation of 23 points in the index the pension was to 
be varied by 6 pence and there were to be quarterly adjustments. Several upward _ 
adjustments were made but in the fall of 1943 there was a decrease of 6 pence, 
after which, following widespread protests, the government abandoned the cost- — 
of-living index procedure. Some of the reasons why they abandoned it are pro- 
vided by statements made at that time in the Australian House, and the reasons 

given were as follows. In the first instance, the pension rate was relatively low 
in relation to the actual cost of living of a pensioner and that the reduction of — 
the pension caused by a small drop in the cost-of-living index meant undue hard- — 
ship to old age pensioners. Secondly, that certain anomalies had arisen as a ~ 
result of the use of the cost-of-living index; the index did not vary in the same — 
direction throughout the whole of the country; when the index rose in some areas. 
of the country in others it remained at the same rate and in still others it even © 
showed a drop; so that if the general index fell and the pension was reduced this — 
adjustment might represent the situation in one section of the country but it © 
might be found that in another section of the country the cost of living had — 
actually increased at the same time the pension rate had been reduced. The only — 
alternative in a situation like that would be to make regional adjustments which — 
over the long run would result in a system of regional differentials in the pension 
rate. A third reason given for the abandonment of the cost-of-living adjustment — 
procedure was that is caused considerable administrative work and expense. 

Mr. Larne: Mr. Chairman, I see it refers to payments “per week” here; how 
are these payments made? 


_ The Wrrvess: Mr. Chairman, in most Australian literature the week is used — 
in referring to the amounts but the age pension is paid fortnightly. 


oor Ts 


By Mr. Brown: 

Q. I have a question I would like to ask in connection with page 10, with 
respect to aboriginals, in other words natives. Mr. Willard, you say that the old © 
age pension may be paid to aboriginal natives who have been granted exemption 
from state laws. This has some application to us because of the fact that it has. 
been recommended in our own country that the North American Indian be 
granted the pension. Will you tell us something about the exemptions in this” 
case. These people are not kept on reserves in Australia, are they? Or, do you 
know anything about that ? We will assume they are not.—A. I would like to” 
make one comment first of all; are you comparing them, for instance to our 
Indians and Eskimos? In Canada all the Indians are under federal jurisdiction 
in regard to their health and welfare services whereas the aboriginal native in 
Australia is under state jurisdiction and the state is responsible for looking after 
the health and welfare services. When some aboriginals reach the stage where 
it is considered that they should enjoy the ordinary pension privileges available 
to other persons in Australia they are given those privileges. 3 et 
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By Mr. Brown: 7 | 4 

Q. Who determines when they have arrived at that stage?—A. Well, if they 
have exemption from the state law, then they would presumably be in that posi- 
tion. It is the director general of social services, the administrator of the federal 
scheme, who is responsible for accepting those who are not exempt under the state 
laws, if any of these should apply. Mr. Chairman, I am sorry I have no figures 
as to the number of aboriginals that are receiving age pensions. I take it that 
the number is small, and if the committee feels that they would like to have some 
information on this point I will be glad to get it for them. of) 
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5 ~Q. I am not concerned about that. I am concerned with the fact that in 
eae the aboriginal does receive the old age pension, generally speaking. 
_—A. Mr. Chairman, I would not go so far as to say “generally speaking”. 

Q. Well, when they arrive at a certain degree of culture, or what have you, 
when they have received their certificate from the state authorities, they are 
then i in a position to obtain the old age pension ——A. Mr. Chairman, it is correct, 
as Mr. Brown said, that in some instances the aboriginal native may qualify 

for age pension in Australia, but. as to the proportion that number might bear 

to the total number of eligible ‘age, I eannot say. There are about 71,900 

_ aboriginal natives, which include the full blood and the half-caste; but I do 

not know the proportion of those that would be eligible to receive old age — 
benefits. I would think it would be very small. 

‘ Q. Well then, there are some aboriginal natives who obtain the old age 
pension ?—A. Some, yes. 


_. Mr. Corts: Is it not a fact that here in Canada our faierante become entitled 
to or eligible for the old age pension from the moment they enter? 


Mr. Brown: I am speaking about Indians. 


Mr. MacInnis: That is the meaning of the sentence in the second ‘ast 
paragraph: ‘The pension is payable to the native or, where considered desirable, 
to the state agency controlling the affairs of these natives.” 


_ ‘Mr. Brown: I am speaking about those who become citizens of the 
- commonwealth. 


The Witness: I would say that in effect they would have the same rights 
as others. 


Mr. Corte: So the situation is not comparable as between Australia and 
ki Canada. 


< Mr. Brown: Is the answer yes? 
The Wrrnzss: Pardon me? 
_ ~-Mr. Brown: Did you say yes? 


Mr. Core: So the situation is not comparable as between Australia and 
Canada. 


The Witness: The situation is the reverse with respect to federal and state 
jurisdiction. 


on 


By The Chairman: 


ts Q. Coming back to page 8, Mr. Willard, could you translate in our Canadian 
‘scheme the system of deductions that they have in Australia as to personal 
| property? I do not want your translation to be too accurate, but just give us 
| an idea as to how such a system would work in Canada —A. Mr. Chairman, 
| do I take it you would like a discussion of the property qualifications in 
Australia as compared with the property qualifications in Canada? 
) Q. Yes.—A. I would like to point out first of all, Mr. Chairman, there is 
| a difference in that, in Australia, provision is made whereby property qualifica- 
| tions are included as part of the means test on a little different basis than 
/im the case of Canada. In Australia they calculate the capital value of the 
| property and, on the basis of that, determine the amount of deduction. For 
Instance, at the first complete £10 over £100 in the case of property, deductions 
commence. In other words, in so far as property exemptions are concerned, 
there is a lower limit of £109. From £109 up to £450 they deduct £1 for each 
|£10; and then from £450 to £750 they deduct £2 for every complete £10. If 
=~ person has an income over £750 which is, using current rates of exchange, 
— 60337—2 
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about $1,852, the single person is not eligible for pension; in the case of a ‘aariedl 
couple, the upper limit is £1,500 or $3,705. Beyond those limits they would — 
not be eligible. : 
With regard to Canada, we deal with property in this way. First of all, 
there is accumulated personal property, which includes liquid assets. The E 
first $250 of personal property in the case of a single person and $500 in the > 
case of a married couple is exempt, and above these amounts the property is 
assessed for income purposes on the basis of the amount of continuing income 
which the pensioner would receive if he converted his liquid assets into a 
dominion government annuity, based on age seventy. That is a federal re- — 
quirement. Then we have accumulated real property, the treatment of which — 
varies from province to province, for instance— E 
The CuarrMan: I don’t want you to go into all that; we had that explained 
to us by Dr. Davidson. I am particularly interested in the personal property — 
angle as it relates to Australia. 
The Witness: Mr. Chairman, I just wanted to make sure that there was: 
this distinction as to the way property is handled in the two countries. 
The CHarrRMAN: That is all right. 
The Witness: Property is included in the Australian scheme, only on a . 
different basis to that of the Canadian plan. Now, with regard to income quali- — 
fications, aside from the property qualifications which I have already mentioned, - 
there is allowable income for a single person of £78, which at the present rate 
of exchange would be about $192. 
The CHarRMAN: Over and above the amount of the pension? 
The Wrrness: Over and above the amount of the pension, which is 
£110/10/-, or approximately $272.94, so that you would have, Mr. Chairman, — 
a total possible income for pension and allowable income of £188/10/-, which 
would be approximately $465. “a 
Mr. Knowues: In the case of married couples it is exactly double at Mt 
times? 4 
The CHarrMAN: Not at all times, Mr. Knowles. If you will refer to the” 
third paragraph on page 8, you will see the difference when the wife is not over 
0. oe 
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Mr. Know es: I am sorry. I said all points but what I meant was when 
both members were on the pension, both man and wife, the pension was the same 
and the amount of other income was the same andi the total was the same. That 
is what I meant by at all points. 

The Witness: That is correct. 


Mr. Fieminc: The witness, in his last answer, was using the current rate 
of exchange in converting pounds into Canadian dollars. That is a fact? 
The Wirness: That is right. 


Mr. FLteminc: That is subject to the same limitations, which are liable to 
throw a comparison considerably out of line. 3 


The Wirness: Mr. Fleming, that is correct. It makes it difficult to compare 
pension rates, The rate of exchange does give you a point of reference which; 
according to your own views, you may adjust upwards or downwards, depending 
on how you feel about the matter but, from an objective point of view it would 
be very difficult to give you an accurate comparison. 


The CuarrMan: Mr. Willard—I do not recall at the moment—what is - the 
annual amount that a person of 70 years may receive on an annuity basis fol 
$100, is it a nine per cent rate? 

Dr. Davipson: May I interject bees Mr. Chairman? $1,000 personal prop: 
erty converted at annuity rates for a male at 70 years is $102.35 a year. 
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The CHAIRMAN: That is around ten per cent? 

Dr. Davipson: Yes. And for a female it is $87.26 a year. 

The CuHarrMAN: That is about nine per cent? 

Dr. Davinson: Yes. 

The Cuamrman: Now, what is the corresponding annuity at age 65? 

Dr. Davipson: I have not got the figures. They could be obtained, but 
they would be lower figures. 

The CuairMan: I understand that the rate is about ten per cent from £110 
property value to £450, and from £450 to £750, it is 20 per cent, so the system 
of points would be less liberal—using the term in its literal sense—than in our 
system of basing it on an annuity basis. Is that right, Mr. Willard? 

The Witness: Yes, I would think, Mr. Chairman, if you take it just for the 
people 70 years of age and over that would be right. 

The CuarrMan: What about those 65 years of age? 

The Wirness: Well, ours does not apply. 

The CHAIRMAN: Supposing that it did. 

The Witness: Well, I would like to look at the rates first. 

: The Cuatrman: The Canadian system would be more favourable for people 
from age 65 to 70 than from age 70 and up, is that not right? . 

~ Mr. MacInnis: Mr. Chairman, would Mr. Willard compare the definition of 
‘property, in appendix III, with ours. I have particular reference to the second 
paragraph. 

The Witness: First of all, Mr. MaeInnis, the value of the permanent home 
owned by the pensioner or by his spouse is disregarded in Australia while in 
Canada it is assessed. The value of any furniture and personal effects are dis- 
regarded both in Australia and in Canada. The surrender value, not exceeding 
£200, of life insurance policy is disregarded in Australia; in Canada that would 
be converted to a government annuity for purposes of 1 income, with, of course, the 
exemption of $250 for single people and $500 for married couples. 

Mr. MacInnis: Disregarded in Australia? 

The Witness: Well, it is disregarded in this way: anything up to £200 is 
disregarded but anything over £200 is not disregarded. 

The capital value of any life interest or annuity would, of course, be dis- 
regarded there. 


“The CuHarrMANn: Yes, but the annuity would be taken into account against 
the income. 

The Wirness: Yes, that is correct, the annuity would be taken into account 
‘against the income in Australia, although the capital value of the annuity would 
be disregarded. In Canada, of course, we would take the income from the annuity 
Into consideration. 

In the case of the value of contingent interest and revisionary interest, there 
would be some variation between provinces and I am not exactly sure what the 
comparison would yield. 

The value of any property, to which a person is entitled from an estate which 
| was not received is disregarded in Australia; I do not believe that it would be 
Uncluded in Canada either. | 

The War Gratuitiés Act is not very applicable; it would be similar to our 
‘gratuities paid at the end of this war and there would be very few older people 

affected by it. 

In computing the value of property the amount of any lawful encumbrances, 
other than those items which are disregarded, is deducted. Again, you will find 
that there is variation from province to eee in Canada. In some cases, the 
| 60337—23 
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encumbrance is deducted, in others it is not. For instance, Ontario i is an example — 
of where it is not, but they have apparently adjusted their rates, to take care of 


that fact. 
In Australia the value of the property of husband or wife is taken to bea 


one-half of the value of the property of the husband and wife combined; in — 
Canada the pension is based on the income from the property of husband and 
wife, which will produce roughly the same result. 

As to the last paragraph in appendix III, insurance money which: tae beard 
received with respect to damage or destruction of the permanent home, the 
exemption would probably also apply in Canada. 

Mr. Knowuss: Mr. Chairman, I fully realize, and I stated so already, that 
comparisons are difficult, if not impossible, to make between these two systems. — 
I have been noting something here. I hope my arithmetic is more correct today 
than it was the other day when Dr. Davidson was on the stand, which, I think, | 
might be noted. | I 

Mr. Laine: We noted it. | 

Mr. Know.es: You did, with enthusiasm! I recognize that, in A eiraliae as. 
compared with Canada there is a contributory scheme which is guid pro quo, bill. 
the thing I wish to note is that in Canada a single pensioner is allowed to have 
other income equal to 25 per cent of the pension. <a 

The CHairMAN: That will be 20 per cent; the aoe between $480 and 
$600 is $120, and that is four-fifths. | 

Mr. KNow es: $120 is one-quarter of $480. 

The CHAIRMAN: I was making the calculation at $600. You are right. 

Mr. Know tgs: It is your arithmetic today! 

The CHAIRMAN: Mine is also good. 

Mr. Know.es: What I said was that a single pensioner in Cae is: entitled. 
to other income equal to 25 per cent of the maximum pension; a married couple 1 in 
Canada is entitled to other income equal to 124 per cent of the maximum pension: 
for married couples, that is $120 compared to $960. Am I right? ¥ 

The CHAIRMAN: A married couple is entitled to $1,080 which is the ceiling. 

Mr. Know es: $120 is the other income allowed on top of a pension of ee 

The CuarrMAN: That is right. | 


Mr. Knowres: And $120 is 124 per cent of $960. We arrive at the same 
comparison if we did it the way you want to do it, Mr. Chairman. In Australia, 
the amount of other income allowed in the case of both the single pensioner and 
the married couple is 70 per cent of the maximum pension, that is £78 in the case 
of a single pensioner ; other allowable income is 70 per cent of £110/10/-, and 
similarly £156 is 70 per cent of £221, which is allowed a married couple. Now, may 
I go on and point out that in the case of the married couple where one membe 1 
of the family is less than the pensionable age, in Australia, the figure 1 1s 140° pa r 
cent and in Canada it is 125 per cent. 


The CuarrMan: Would you like to make a comment on that, Mr. Willard’ 


The Wirness: Mr. Chairman, if we are going to use these figures to com- 
pare, as has been done in this case, I would point out that the pension in Cota 
is more favourable. Although the allowable income is smaller in the case 
~ Canada. In these two instances they have made it up in the cash benefit it 
Canada. If you are going to use these figures and compare the two, look at th 
total income. In Australia you would have $465.60, whereas in Canada yo 
would have $600. Now, of that amount Canada provides more in actual mo ne} 
paid out for the pension, so that it is a question of whether you would soon 
have the money or the allowable income. I only pass that on as an observatic 


>, 
es as 
ee 


aq 
14 
se 


- rd 


v 


<% 

“a 
ia 
Sis 

’ , 
baw 2¢ 


Ly 


OLD AGE SECURITY fe ABS 


& _ Mr. Knows: May I make an observation on that? I was sticking to 
percentages largely because of the Einstinian talk Mr. Willard gave us earlier 

today, showing how difficult it was to make these comparisons, but I did take 
notes down at one point when he indicated that the pension in Australia is 24-4 
per cent of the monthly wage, whereas in Canada it is 22-1 per cent. He has 
already made it clear to us you cannot make comparisons in actual dollars 
and pounds, so I would say if we are now going to get this comparison, I 
should be entitled to go on with a little more arithmetic, and say what the total 
is, in both countries, in comparison with the monthly wage. 

The Witness: I am not endeavouring to compare the $465 with the $600 
in ‘Canada. What I am saying is that with the $465 paid in Australia the actual 
amount of pension is smaller relative to the same situation in Canada. If you 
would sooner have the higher percentage of allowable income and a smaller 
percentage of cash pension, all right, but I think we should look at both sides. 
. Mr. Know.es: I want both. 

_ The CuarrmMan: What is the percentage of people 65 and over in Australia 
‘who are pensioners? 

Mr. Laine: 31-2 per cent, it is quoted here. 

The Witness: 37-9 per cent in 1947. 

The CuHarrman: And I understand that in Canada, of people 70 and over 
the pension number is 41 per cent, is that true? 

The Wirness: On that point, Mr. Chairman, if we use comparable dates, 
‘I think you will find the percentage in Canada is almost the same as in 
Australia. 

The CuHatrmMan: Which page is that information on? 

Mr. Larne: It is on page 7 about three quarters down the page. _ 

The CHAIRMAN: 37:9 per cent in 1947. What was Canada in 1947? 

. The Witness: I think you will find, Mr. Chairman, it was almost the same 
-as that. | 
j The CHaAirRMAN: It is in Dr. Davidson’s brief. In 1947—we find it at page 
29 of our reports. In 1947 it was 37-6 per cent in Canada. And I understand 
that the system in Australia as well as in Canada is a means test system, that 
in Canada it is not contributory and in Australia it is contributory to yes 
extent of certain forms of contribution at least. ; 

The Wirness: Mr. Chairman, the percentage of participation for 1947 was 
just about the same as the one you have pointed out. I would also like to men- 
tion that the Canadian pension is payable at seventy and over while the 
‘Australian pension is payable at sixty-five and over for men and at sixty and 
over for women, which might affect the rate of participation. 

__. The Cuatrman: Are there any more questions before we go on to page 14? 


Mr. Ferrie: What is the average life span in Australia as compared with 
Canada? 

The Wirness: I haven’t that figure with me but I could give you compar- 
jable figures as to the number of people age sixty-five and over, and age sixty and 
} over in the two countries, if that is of interest to you. First of all, for Canada for 
|June, 1949 7-6 per cent of the population were sixty-five years of age and over; 
‘for Australia for June of 1947, 8 per cent of the population were age sixty-five 
or over. 


Mr. Brown: How about 1949? 


‘The Wirness: I am sorry, I haven’t the 1949 figures; the only data that I 
have with me on Australia are the 1947 figures. In Canada, for June 1949, 
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ates Be 
11-3 per cent were in the age category, sixty years and over, whereas in Aus-— 
tralia for June of 1947, 12-2 per cent were sixty years of age and over. This — 
would indicate that there has been a slightly higher proportion of people in the 
older age groups in Australia. . 

Mr. Know tes: But it has increased there the same as here. 

The Wrrness: It has increased there the same as here, but I would not say 


a 


necessarily at the same rate. ; 
Mr. Know es: No. : 4 
The CuamrMan: Shall we go on then to the section on financing? — 
Some Hon. Members: Agreed. | x 


By Mr. Knowles: 

Q. Mr. Chairman, I would like to ask a question with regard to the structure 

of the taxing that is done; and, quite frankly, I would like to see the picture as — 
a whole including the rates for social security and the general income tax rate 
as well. It seems to me that it is important and the committee certainly — 
would consider it relevant when we are studying a question of that nature — 
for this country that we should have that information. As I understand it 
there is a certain level, fairly high, which has to be obtained before the general — 
income tax is applied but there is a much lower level at which the social 
security tax is applied.I take it that when you reach the level at which 
the general income tax is applied that those people pay both taxes. Now, it is — 
possible for: you, Mr. Willard, to perhaps supply a table to the committee 
later on showing the percentages, starting with the 1-25, and then the next 
percentage and so on up, and then when you reach the point at which the » 
income tax is applied show the rates or the combination of the two so we — 
will get the picture of the total combined income tax structure as assessed 
against the people of Australia. oo 
The CHarrMAn: An answer to that question was given in the House, I 
don’t remember just how long ago but I think it was in the budget speech 
of two years ago; I believe it gave information of the kind you are now 
asking for. | 4 
Mr. Know es: But I do not think it was given with respect to the 
individual. Frankly, I would like to compare it with our income tax schedule 
in this country and see whether there is some way of doing it if we are going 
to go into a contributory scheme, speaking without prejudice or commitment 
and I would like to have some information on these matters. << 
The Cuairman: It is quite all right. <4 


Mr. Knows? I mean, of course, as to ways by which contributions could” 
be grafted on or be made a part of our income tax structure as distinct from 
what is sometimes called a direct or flat rate income tax. | , 

_ The Cuarrman: I believe, Mr. Willard, if you could supply that informa 
tion to the committee it would be of interest. 

The Wirness: Mr. Chairman, would it be satisfactory if we had some 
photostatic copies made of the Australian tax form which shows the weekly 
instalment deductions the employer makes for his employees, indicating the 
amount he has deducted in respect of social service contributions and in respect 
of income for income tax purposes. Is that what you need? al 

Mr. Kwnow1es: Do’ those deductions comprise the whole of the tax or 
are they like a proportion of deductions subject to settlement at the end of 
the year? 3 q 

The Wirness: I am not sure, Mr. Chairman, but the tax is paid by the 
great bulk of wage earners and the tax form will provide the type of informa- 
tion Mr. Knowles has requested since it shows the different levels at which 
the social services contributions increase. % 
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Mr. Know.es: Does it show where the general income tax comes in? 

The Witness: It shows where the general income tax comes in. Now, on 
page 18, we have given you a summary showing the level at which the social 
service contribution is applied and also a column indicating the level at which 
the annual income tax comes into effect. 

The CHarrMAN: Would you like to have the rates expressed in terms of 
percentage? 7 

Mr. Knowuss: I would like to have the rates expressed in terms of per- 
centage rather than in pounds, shillings and pence, if you could do it in per- 
centages or dollars. 

The Wirness: Mr. Chairman, I would also direct the attention of the 
committee to the chart on the page following page 19, which gives you an 
indication of the proportion of people who are paying social service contribu- 
tions and those who are paying income tax and social service contributions. 

Mr. Know ss: I appreciate that information. I think Mr. Willard gets my 
‘point, that there is Just one class of information he has not given there, that is: 
the actual rates in the various brackets and what they amount to when they are 
added together. 


The CHAIRMAN: Can you supply that, Mr. Willard? 
The Wirness: Yes, Mr. Chairman. 
The CHAIRMAN: Are there any more questions on financing? 


Mr. Knowies: Would Mr. Willard comment further on the payroll tax and 
its relation to the other two taxes? : 


The Witness: Mr. Chairman, you will have noted that the pay roll tax 
commenced in the fiscal year 1941/42 as a tax designed to help finance the child 
endowment scheme, which is equivalent to our family allowance. At that time 
‘it was 2-5 per cent of payrolls. The tax was continued and on January 1, 1946, 
when all legislation for the social service program was consolidated, a provision 
was made whereby all these services would be financed out of the national welfare 
fund and steps were taken to include revenue derived from this 2:5 per cent tax 
as a part of the income of the national welfare fund. Now, this 2:5 per cent is 
not paid on payrolls under £1,040 annually, which translated at current rates of 
exchange would be about $2,568. It is paid monthly by the employer, when one- 
twelfth of the annual payroll is paid to the Treasury. If there has been any over- 
payment a refund is made at the end of the year; that is, if there has been any 
overpayment over the £1,040 level. The only exempted employers are religious 
or benevolent institutions and public hospitals, the governor general and the state 
governors, and trade commissioners, diplomatic and consular representatives; 
other than these exceptions the payroll tax is applied right across the board at a 
straight 2-5 per cent of total payroll paid out by the employer. 


By Mr. Knowles: 


Q. That is paid by the near on the payroll, not by way of deduction 
from the employee’s pay?—A. No, not a deduction from the employee. 
 Q. It is not an additional tax?—A. No. 
The CuHarrMaNn: It is a tax on the payroll. 


Mr. Knowuszs: That is the way I understand it and that is why I wanted to 
‘be clear on it; in other words; it is an employer’s contribution. 


_ The Cuarrman: It is a tax on payroll. 


The Witness: There is provision made that if meals or sustenance are pro-- 
|vided by the employer that would be included as part of his payroll, valued at 
15s weekly or £38 annually. There is also provision whereby the employer who: 
provides the employee with premises or quarters that this will be charged as part: 
of the payroll to the extent of £13 annually. 


ip 
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Mr. Ferrie: In case a person who contributes to pie fund. dies can his widow 
take out what he has contributed into that fund? | x pos) 

The Witness: No. . 

The CuairMAan: Now, Mr. Willard, would you turn to your piendie™ No. 7? . 
I would like you to comment on the fact that there is a balance from the previous — | 
year and apparently it increases from year to year. 

The Wirness: Mr. Chairman, all I can say in that St is that it is appar-_ 
ently the policy of the Australian government to allow a reserve to build up over 
a period of time. It may be because the national welfare fund is used to finance ~ 
all social services that they feel there will be some lability with respect to ; 
unemployment benefits and they may wish to build up these funds on a cyclical 
basis during favourable periods. If you only have to finance something like the 
child endowment you can calculate that fairly readily. I really have no informa- 
tion to provide the committee on this point, but I would take it that the purpose 4 
of part of this reserve is to build up in good times some provision for heavy com- 
mitments in times of unemployment for benefits in less favourable times under — 
less favourable economic conditions. It is interesting to note that a reserve has — 
been built up in Australia whereas in New Zealand they are following a different 
procedure ; they are not building up any large reserves; they are only maintain- 
ing a very small contingency reserve each year. Another point I perhaps should 
mention here is this, that up to date the consolidated revenue fund, that is in the 
last few years, has not been providing any funds for the national welfare fund 
in Australia whereas in New Zealand very large contributions are made annually | 
from the consolidated revenue fund to the social security fund. | 

The CuatrMAN: So that the possible increase in unemployment benefit 
demands would appear to be the only reason for the building up of the reserve’ 
indicated in your appendix No. 8? 

The Witness: Yes. 

' Mr. Brooxs: The witness referred to unemployment insurance in Australia 
as the reason for the building up of this reserve. I would be more inclined to 
think that they were building this fund up against the time when they are going 
to have to pay these benefits, that this money would be used for that purpose 
rather than for unemployment insurance. 


The Wirness: Mr. Chairman, the government of Ratha has been plan 
ning to expand their health service program and possibly they have been maki 
some provision to that end. I understand that they intend to go into the health 
insurance field and plan to Spend some of the monies from this fund in that 


‘ 
a 


I would point out with respect to the ance cre benefits that they are paid 
on a means test basis; and with regard to that means test, it includes inco ne 
but not property as far as qualification is concerned. You will recall, they have 
income and property qualifications for the means test age pension. And I men- 
tion a further factor, they may feel that age benefit will make heavy demands in 
the years ahead and that it is desirable to build up a reserve for ate comm 
mitments in the years ahead. 


The Cuatrman: Or, make provision for a reduction in national income. a 
The Witness: Yes. a 
Mr. Knowtes: It has been noted, now that you have called attention te 


appendix 8, that the payments that are made by way of social welfare tax | anc 
payroll tax and others cover quite a number of items. 4 


The CHAIRMAN: Yes. 


_ Mr. Knowurs: But it is true, is it not, that no other payment is redial 
from persons in Australia as, for. example, we have the unemployment aad 
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tax ihe They do not have any unemployment insurance tax except through 
the social service tax which we have already discussed, and this appendix 8 does 
show that when they make that payment they get coverage under thirteen differ- 
ent headings—and one of these headings is divided into two so that makes 
fourteen points of coverage. 

The Wirness: Mr. Chairman, that is correct, that at the present the provi- 
sion for these social services is met out of the moneys raised through these two 
taxes. 

The CHarrMAN: Yes, but the maternity allowance is comparable to our 

family allowance in operation. 

Mr. KNow es: But not as to amount. 

The CuarrmMan: What would be the amount there? 

Mr. KNow es: £31,000,000. 

The CHAIRMAN: Yes, it is much lower. 

: Mr. Picarp: There is a point on which I would like to have Mr. Willard’s 
opinion, the matter of property qualifications. Do I understand that that is 
taken care of through the application of a means test? 

The Witness: In so far as old age benefits are concerned, yes. 

_ Mr. MacInnis: With regard to a means test, I understand that you have 
other qualifications besides property? . 
h The Witness: Yes, they have the income qualification as well. 

: Mr. KNowLEs: Would Mr. Willard care to make any comment on the idea 
of building up a fund like this for our purposes as compared with the theory of 
collecting each year roughly the amount equal to the liabilities for that year? 

The CuarrmMan: You mean, here in Canada? 

Mr. Knowtss: I am ee a theoretical question now, if it is in order. 

4 _ The CuHarrMan: Certainly. 

Mr. MacInnis: I do not think the witness should be asked to answer that. 


The Cuairman: I think that-is up to the members of the committee to 
decide. 
4 Mr. Picarp: Is it the duty of any witness to express his views for what 


benefit they may be to the committee by way of enlightenment in their con- 
sideration of the problem before them? 


; The Cuarrman: I would not like to embarrass Mr. Willard by asking him 
to express an opinion on a matter of policy; however, we will ask him if he 
_ wishes to answer the question. 

Mr. Picarp: I think most of the witnesses who appear before us are very 
competent, and that we would benefit from an expression of their views on a 
matter of this kind. I think it might be very helpful to us. 
iy Mr. Knowues: The only comparable thing in Canada is unemployment 
insurance, the unemployment insurance fund, with respect to which a similar 
practice is being followed. I think it would ‘be of benefit to the committee if 
i. Willard would give us the benefit of his views on the matter. 

_ Mr. MacInnis: I think it should be pointed out that unemployment 
Insurance here is not on all fours with this unemployment insurance fund in. 
Australia. The Canadian unemployment insurance fund is on an actuarial 
basis whereas in Australia it is not on an actuarial basis. 


_ The Wrrness: Do you wish me to reply to that, Mr. Chairman? 
The CHARMAN: That is up to you. 


¥ - The Wrrness: Mr. Chairman, I can only express a personal opinion on this 
“Matter, and I would like to underline the fact that there is a difference between 
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the provision of reserves for an unemployment insurance fund and reserves” 
for old age insurance; the one is a cyclical balancing of revenues and the other — 
is a secular problem whereby under a reserve principle you would have to 
build up at the present very heavy reserves to be paid out some years from 
now. My personal view for what it is worth is that in financing old age income — 
security the pay-as-you-go system is the most satisfactory type of scheme. 

Mr. Knowues: Thank you. 

Mr. Picarp: I do appreciate that because I think too many witnesses who 
come here express general views and are rather reluctant to give us the benefit — 
of their own views. Here we have a witness who has willingly expressed his 
views on the matter to us and he is entitled to our appreciation and thanks. 

The CuarrMan: Are there any questions at large with regard to the situa- — 
tion in Australia? If not I wish to thank Dr. Willard for the very educational — 
information that he has given to the committee, and I am sure that when he © 
comes again he will be able to give us more very useful information on the — 
operation of these schemes in other countries. : a 

We will now adjourn until 4 o’clock this afternoon, but I would ask members — 
of the steering committee to remain a few minutes for a meeting. . 


The committee adjourned to meet again this day at 4 p.m. 


AFTERNOON SESSION 


The committee resumed at 4 p.m. 


The CHAIRMAN: Order, gentlemen, we have a quorum. 


This morning we had a meeting of the steering committee and it was agreed — 
unanimously that there would be a change in our schedule of sittings. It was 
proposed and agreed that starting from now on we would sit on Monday, — 
Tuesday and Wednesday afternoons at 4 o’clock and on Thursday and Friday 
mornings at 11. We will have only one sitting a day but keep the same number ~ 
of sittings. a 

Mr. Know tes: Is it not possible to have the Tuesday sitting in the morning? — 

The CHarrMAN: That was discussed at considerable length and we had to— 
compromise between two members of the steering committee one of whom 
would like to have had both the sittings on Tuesday and Thursday in the morn- — 
ing and the other one would have liked to have had them both in the afternoon, — 
and so as to make them both contented we decided to have the sittings held as 
I have indicated. “a 

Now, we propose to go on this afternoon with a study of the New Zealand 
system, and as you will note a study of the system in New Zealand will bring 
forward a new feature, which is the universal superannuation program. The 
steering committee were of the opinion that the study of the New Zealand 
situation should be at greater length than the study we have given to the 
Australian system, because of the fact that the Australian system is a means 
test system, which after all is not greatly different from our own so we do not 
have to spend too much time on it; but the new features we will have in the New 
Zealand system will I am sure be of interest to members of the committee. Mr. 
Ferrie— My 


Mr. Ferrin: Yes, we have talked New Zealand, New Zealand, New Zealandd 


for twenty years and we never got anything yet out of New Zealand. 4 


The CHAIRMAN: We will see what they have there and then we will know 
whether it 1s something worth copying or not. However, that was the unanimous 
opinion of the steering committee. <a 
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_ Mr. Ferrie: If we cannot do any better than New Zealand we had better 
stop right now. 

The CuairmMan: No, but it is a very good thing to study the program they 
have there so that we will not make the mistakes, if any, which they did, and 
so that if possible we can improve on their system. 

Mr. Brooks: New Zealand did not have the benefit of the honourable 
member. 


Mr. Ferrin: They didn’t have you either. 
- Mr. Brooks: No, I do not know anything about it. 

The CHAIRMAN: Gentlemen, if you are ready I will ask Dr. Davidson to 
explain the New Zealand system to us now. 

Mr. Ferrie: One thing I will tell you, Mr. Brooks, I have built one of these 
and you have not, and it is working too. 

The CHAIRMAN: Please; order, gentlemen, we will try to avoid any personal 
differences. 

Mr. Ferrie: Here it is, if you want to read all about it. 

The CuHatRMAN: All right, Dr. Davidson. 


Dr. G. F. Davidson, Deputy Minister of Welfare, called: 


The Witness: In view of the fact that there was some question raised this 
‘morning, Mr. Chairman, about the significance of the study of the plans of 
other countries in relation to our own problem I wonder if you would permit 
me before launching into New Zealand proper to make some observations on 
certain principles in both the New Zealand and Australian approach to old age 
security and other forms of social security which I think are distinctive and 
important for us to understand in making our own plans. 


The CHAIRMAN: Since you are not going to read the statement I propose 
that it be incorporated into our minutes of evidence so that the record will be 
complete and your comments will follow. Is that agreed? 


Some Hon. Mempers: Agreed. 


OLD AGE SECURITY PROGRAMS 
NEW ZEALAND 


Memorandum No. 2, Social Security Series 


| RESEARCH DIVISION 
wn DEPARTMENT OF NATIONAL HEALTH AND WELFARE 


BITAWA MARCH 1950 
hfe Il. INTRODUCTION 


Old age income maintenance measures in New Zealand are an integral part 
_of a comprehensive and co-ordinated universal social security system evolved 
_ from earlier categorical programs. The Old Age Pensions Act of November 1898 
_ was the first statutory provision made by any British country for this form of 
assistance to aged persons. This means test scheme, with minor alterations 
and extensions, is the age-benefit program under the present Social Security 


) Act, 


_ In 1940 an entirely new principle in old age income security for New Zealand 
Was adopted with the introduction of a universal superannuation benefit. Since 
< 


ae 
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the initial benefits under this program are small, the old’ ‘dpe. means te 
pension had to be retained as the main old age income maintenance idenerl 
in New Zealand while the universal superannuation benefit is maturing. / 4 . 

The maximum age- -benefit payable to eee 60 years of age and over, on — 
a means test basis, is at present £130 ($401-31)1 per annum. For the fiscal yeaig 
1950-51, a non-means test superannuation benefit of £35 ($108: 04)1 per annum — 
1s payable to persons 65 years of age and over. 

In addition to cash benefit programs which include, on a means test basis, thet 4 
age, invalids’, widows’, orphans’, sickness, unemployment? and emergency 
benefits and, on a non-means test basis, the superannuation, family (family — 
allowances), miners’, and Maori war benefits, the New Zealand program provides — 
a comprehensive scheme of public medical and hospital care and other related — 
health services. ; a 

Expenditures for cash benefits, health services, and administration are — 
financed on a current-cost basis from the Social Security Fund, which receives — 
income from a 7% per cent charge on wages, salaries and other income and an 
annual grant none consolidated revenue. : | 

The age-benefit and universal superannuation benefit, in common with alld 
monetary benefits under the Social Security Act, are administered by the Social 
Security Department under a Social Security Commission while administration — 
of the health services is the responsibility of the Department of Health. Col-_ 
lection of the social security contribution is a function of the Land and Income — 

Tax Department. : 
In addition to the income maintenance programs specifically related to 
old age income security some of the recipients of other benefits such as widows,’ 
invalids’, miners’ and emergency benefits are in the older age groups. Further, 
the health benefits, which are not conditioned by an income test, provide an — 
important supplement to the various income maintenance programs. ; 

The old-age income security program should be considered against the 
background of its social and economic setting. New Zealand is a small count 
with a unitary form of government. It covers an area equal to about 40 per 
cent of any one of the Prairie Provinces. With almost 1-9 million people, it 
approximates the combined populations of British Columbia and Alberta and — 
has a comparatively homogeneous population, with non-white persons, mainh 
Maoris, representing about 6 per cent. In age distribution, the population is 
not unlike that of Canada. Approximately 26 per cent of its population, excluding 
Maoris, was under age 15 in 1945; for Canada for the same year, the percentage 
was 27-5. The older population has been increasing somewhat more rapidly 
than in Canada. About 6-5 per cent of the New Zealand population, excluding 
Maoris, was age 65 and over in 1936; this figure rose to 9 per cent in 1945. 
For the same years the figures for Canada were 6:1 and 7-1 per cent, respec: 
tively. e 

While for many years New Zealand has been predominantly agricultural, 
manufacturing now constitutes a major sector in the economy although much of 
this development has been in industries for processing meat and dairy products. 
The majority of the people live in urban centres and rely upon wages and 
salaries for income. About 53 per cent of the population lived in urban areas 
in 1947 while wages and salaries was the largest item, 48-9 per cent, of private = 


x 


: a 
1 The current rate of exchange is $3.087 Canadian dollars for a New Zealand pound. This exchang e 
rate is helpful in indicating what a New Zealand cash benefit would provide if the benefit were paid LY 
a beneficiary in Canada and is the only yardstick available for translating the cash benefit into Canadia: 
terms. It does not, however, measure in Canadian terms the actual purchasing power of a New Zcaland 
cash benefit expended in New Zealand. Such a comparison inyolves not only the amount of the ca sh 


benefit but also the relation of that cash benefit to price Alia and consumption patterns. 


o 4 , 
2 The Act does not set out any income and property qualification for the unemployment. benefit, Rr : 


the Social Security Commission may, in its discretion, consider such qualifications and reduce the benefi it. 
J aig 
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tr. , 
income in 1949. The next largest item was income from farming which amounted 
to about 14 per cent. In Canada in 1941 about 54-3 per cent of the population 
lived in urban areas, wages and salaries constituted about 59 per cent of 
personal income in 1948 and net income of farm operators from farm production 
amounted to about 14 per cent. | 
: New Zealand has a dependent as contrasted with a self-sufficient economy. 
The prosperity of the country is affected to a considerable extent by world 
trade and, particularly, by marketing arrangements with the British Common- 
wealth. Much has depended upon the prices received for its exports, which are 
mainly butter, cheese, meat, hides, wool and other farm products. Receipts from 
the sale of these exports have provided a considerable proportion of the income 
for the purchase of imports of machinery, transportation equipment, textiles 
and other manufactured products. Living standards of the country, as well as 
the social security system, may be favourably or unfavourably affected by 
fluctuations in world prices for agricultural products which form a dominant 
factor in the New Zealand economy. 
The smallness of the population and area of the country, the relative homo- 
geneity of the population, the existence of a unitary form of government, and 
the absence of any significant regional differences in living costs and standards 
-are factors which have contributed to the simplicity and directness of ie New 
Zealand social security program and its administration. 


II. AGE-BENEFIT 


. Non-contributory old age pensions were established in New Zealand in 
1898, seven years after the non-contributory pension was originated by Denmark. 
‘During the next 40 years, widows’ pensions, miners’ pensions, pensions for the 

blind, family allowances, and invalids’ pensions were introduced, in that order, 
in New Zealand. | 

+ Under the Social Security Act of 1938, the cash benefit programs, including 
old age pensions, were grouped together for administrative and financial pur- 
poses under one comprehensive scheme, to which all adults had to contribute. 
With this inclusion of old age pension (now called age-benefit) under a con-. 
-tributory scheme the pensionable age was reduced from 65 to 60 but the means 
test was retained. Thus, under existing legislation an age-benefit is payable 
monthly on the basis of a means test to any resident, male or female, 60 years 
of age or over. The maximum rate of the age-benefit is £2/10/- a week or £130 
per annum. 

“ The age-benefit is one of the most costly measures under the New Zealand 
orial security program. At the end of September 1949, there were 115,299 
‘Tecipients and an estimated £15,350,000 was paid out in age-benefits during the 
fiscal year 1949-50, representing about 33:2 per cent of all expenditures from 
the Social Security, Fund during that period. The amount of money expended 
through age-benefits was several times as large as that spent through the non- 
means test superannuation benefits. 

In March 1945, there were 104,653 persons in receipt of the age-benefits.? 
“This number represented 47-2 per cent of the population age 60 and over. It is 
estimated that approximately 63 per cent of the age group 65 and over, and 
about 18 per cent of the age group 60 to 64 were receiving age-benefits. 

While the maximum age-benefit is £130 per annum, the rate of pension pay- 
able depends primarily on the means of the claimant. ‘The two elements in the 
test used to determine means are the amount of allowable income and the value 
of accumulated property. 


* 1The latest date for which age distribution details available. 
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For the purpose of determining the amount of age-benefit, the income of an _ 
applicant is, up to a certain amount, disregarded. Two levels are thus estab-_ 
lished, the amount of the age-benefit, £130, which represents the minimum income 
available to a beneficiary, and the amount of the age-benefit plus allowable 
income, which represents the maximum income available to a beneficiary from — 
all sources. If the applicant’s total income including age-benefit and allowable 
income exceeds the maximum allowed, his age-benefit is reduced by the amount 
of the excess, The definition of allowable income is given in Appendix I. : 

For determining the rate of benefit payable, applicants for age-benefit 
are placed in three classes: (1) single, widowed, divorced or legally separated | 
persons; (2) married persons (only one spouse eligible); (3) married persons 
(both eligible). The basic rates and allowable income for these categories are 
summarized in Table I. : . 

A single person’s maximum age-benefit of £130 per annum is reduced by 
£1 for every complete £1 by which the person’s allowable income exceeds — 
£78 per year. Hence, the total income ceiling for age-benefits and allowable 
income is £208. [, 


TABLE I 


BASIC RATES AND ALLOWABLE INCOME FOR AGE-BENEFITS FOR 
DIFFERENT CLASSES OF APPLICANTS 


- . Total niga 
Yearly Yearly benefit and — 
Applicant basic allowable allowable 
rate income income 

bs £ f 
Single, widowed, separated or divorced......... Ree 130 78 208 
Married persons (only one spouse eligible)............. 130 208 338 
Married persons (both eligible). 2. i 0y.0) ee 130 (each) 78 338 


When the husband and wife are both eligible, each receives a benefit of — 
£130 which is reduced by 10 shillings for every £1 by which the total allowable 
income of the couple is in excess of £78 a year. This means that the total income 
including age-benefits, when both husband and wife are eligible, has a ceiling © 
of £338 a year. = 


When either the husband or wife is eligible, the benefit is reduced by £1 for — 
every £1 by which the total allowable income of the couple exceeds £208 per 
year. In other words the total income, including age-benefit, of the two persons 
may be £338 without effecting any reduction in the amount of age-benefit 
provided. a 


In the case of a married man who is eligible for an age-benefit when his 
wife is not, the Social Security Commission may increase his age-benefit by any 
amount not exceeding £130 per year, provided that the total of the benefit and 
the allowable income of the couple does not exceed £338 per year. The Commis- 
sion has, therefore, the power to give to every married couple, of which only 
the husband is eligible, an age-benefit not exceeding £260 per year. It is under- 
stood that the Commission provides this discretionary benefit automatically im 
every case where the man is otherwise eligible for it. " 


One factor in income qualification is the treatment of income from relatives. 
“.. There is no imputation of income where none exists and no assumption that 
other relatives should contribute to support’. “. . . The Social Security Depart- 
ment never attempts to force relatives to assist a claimant for benefit ever if 


1 Cash Benefits Under the New Zealand Social Security Program. Federal Security Agency, Washington 
1945, p. 13. : ae 
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they have the means to do so’’.1 This policy is in contrast to the poor law prac- 
tice which assumes relatives’ responsibility in the application of the means test 
under public assistance programs. 


2. Property Qualifications 


The New Zealand age-benefit scheme considers also the accumulated pro- 
perty of the applicant. The annual age-benefit is reduced £1 for each £10 of 
accumulated property in excess of £500. However, no account is taken of the 
value of the home and furniture; personal effects; any interest in land or mort- 
gages on land; or any interest in an annuity or in an unmatured life insurance 
policy. Income from any of this property is not, however, exeluded in the 
determination of income. A reasonably generous exemption is permitted and 
accumulated property is defined in such a way as to conserve the beneficiary’s 
equity in those capital resources which are required over and above sources of 
current income. 

The value of the accumulated property of any married applicant is equiva- 
lent to one-half the value of the combined properties of the couple. In case the 
husband or wife dies, the capital value of the accumulated property of the 
survivor remains the same and does not automatically double. 

If the accumulated property yields an income, reduction of the age-benefit 
is made on the basis of whichever provides the greater reduction, the value of 
the accumulated property or the income from that property, but not both. 

If an applicant for an age-benefit is directly or indirectly depriving himself 
of any property or-income in order that he may qualify,.the Social Security Com- 
mission may, in its discretion, refuse to pay all or part of the benefit. 

Illustrations of the effect of varying amounts of allowable income and 
property on the age-benefit of a single person are shown in Appendix II. The 
reductions in the age-benefits of a married couple due to different amounts of 
other income are given in Appendix III while Appendix IV shows the effects of 
property on the age-benefits of a married couple. 


38. Residence Qualifications 


The Social Security Act provides for certain residence qualifications which 
apply to both the superannuation benefit and the age-benefit. 

Residence requirements are more restrictive for superannuation, age and 
invalids’ benefits than for short-term and family benefits. In the case of the 
Superannuation and age benefit, the minimum requirement is ten years for 
those who were residing in New Zealand on March 15, 1938, and twenty years 
for those who were not, with certain allowance for absences. Appendix V sets 
out in detail the residence requirements for age and superannuation benefits. 


4. Character Qualifications 


_ Prominent in the earlier laws for old age pensions in countries such as 
New Zealand and Australia were moral conditions which provided pensions 
only to individuals considered “worthy”. In New Zealand this requirement 
has been carried forward into present-day legislation. For example, a claimant 
must be “of good moral character and sober habits” in order to be eligible for 
an age-benefit. Also, the applicant must not have deserted or wilfully failed to 
Maintain his or her spouse or children, in the five years preceding application 
for benefit. In some countries, such as Canada and South Africa, the old age 
pension laws have no character qualifications, while, in the old age pension 
legislation in Great Britain, this same type of qualification was found, after 
a few years, to be impracticable and was abolished. 


1 Lipson, “The New Zealand Means Test’, Public Administration, London, Winter Number, 1944/45, 
p. 134, 
ia 
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5. Age-Benefit in Relation to Other Programs aS. SS 

Age-Benefit for Superannuation Benefit Recipients. If a benficiary in~ 
receipt of a superannuation benefit is later granted an age-benefit, the amount 
of the superannuation benefit is merged in the amount of the age-benefit granted. : 
The superannuation benefit is relatively small in the early years of the program — 


and many of the persons 65 years and over find the amount insufficient to meet . 


their needs. These persons usually apply for the means test age-benefit, and, 
having done so, the superannuation benefit is included in and forms a part 
of the age-benefit granted.. 


Age-Benefit for Blind Persons. Where the applicant is totally blind, the 
amount of age-benefit together with any benefits and allowances payable to— 
or in respect of the spouse is not allowed to be less than the total of the 
benefits and allowances which would have been payable if the applicant had _ 
been eligible for an invalid’s benefit. sa 


Veterans of the South African War and War Pensioners. Certain veterans — 
of the South African War, if age beneficiaries, may receive a special allowance | 
not exceeding £13/13/- per annum, but only where income from all sources, 
including the allowance, does not exceed £208 per annum. For war pensioners, 
the amount of a pension received under the War Pensions Act in respect of 
personal disablement is taken into account in arriving at the rate of age-benefit 
payable. Special regulations govern the cases of persons receiving pensions” 


under the War Pensions Act, 1915, and the War Veterans Allowance Act, 1939. 


III. SuPERANNUATION BENEFIT a 


In 1940 a superannuation benefit, payable to all residents age 65 and over, 
was inaugurated. Its introduction was based on the assumption that old age 
is a universal risk open to all persons, irrespective of occupation, income or any 
other factors. Benefits are not related to the number or amount of social security 
contributions but are payable at a flat rate. | 7 

By providing, initially, a very modest benefit which will mature over a 
long period of time, the high cost of the immediate introduction of a non-means- 
test universal benefit at full scale has been avoided. Appendix VI sets out the 
annual rates of superannuation benefit from its introduction in 1940 until its 
maturity. The benefit increases at the rate of £2/10/— annually until the maxi- 
mum benefit of £130, equal to the maximum age-benefit now payable, is reached © 
in 1988. At that time the age-benefit will be replaced by the superannuation 
benefit for all persons age 65 and over. However, persons in the group 60 to 
64, inclusive, will still be eligible for the age-benefit on a means test basis, ~ 

For the year 1950-51, the superannuation benefit is payable at the rate of 
£35 annually. Other than the attainment of age 65, the only qualification is 
that of residence, for which the requirements are set out in Appendix V. 

There were 68,167 persons receiving superannuation benefits at the end 
of September 1949 and, according to official estimates, £2,195,500 was paid out 
in these benefits during the fiscal year 1949-50, representing about 4-8 per 
cent of all expenditure from the Social Security Fund during that period. __ 

Since the non-means test superannuation benefit is relatively small in the 
early years'of the program, many persons age 65 and over find the amount 
insufficient to meet their needs. These persons usually apply for the means 
test age-benefit. When they do, their superannuation benefit forms a part of the 
age-benefit. Thus, in addition to the 68,167 persons age 65 and over who were 
receiving superannuation benefits at the end of September 1949, there were at 
estimated 98,000 persons in the same age group who had their superannuatior 
benefits merged with their age-benefits. aaa 
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The estimated ‘£15, 350, 000 paid out in age-benefits in the fiseal year 1949-50 
included, therefore, some outlays that would have been made in the form of 
non-means test superannuation, if that benefit had not been merged with the 
-age-benefit. It is estimated that about £3,185,000 of the £15,350,000 would, 
theoretically, be a commitment under superannuation, If this amount is added 
to the £2,195,500 which was actually paid out in superannuation benefits, the 
total commitment for superannuation in 1949-50 would have been about £5:°4 
million. However, even on this basis, the means test age-benefit expenditure 
(£12-2 million) would be about 24 times as large as that for the non-means 
test superannuation benefit (£5-4 Gan. 

The merit of the New Zealand superannuation scheme lies in its universal 
coverage, with a benefit payable at age 65, and in the legislative authority for 
automatic increases in the benefit rate to improve its adequacy. Thus, any 
supplementary income which may be necessary at retirement can be centered 
around the superannuation benefit and, as times goes by, the amount of 
‘supplementary income required will decrease. Against these advantages must 
be set certain inadequacies. The low benefit provided since the inception of 
the scheme has forced wide participation in the means test program and it will 
be many years before the superannuation benefit, which is maturing gradually, 
will, in itself, provide adequate income maintenance for the aged. While under 
this plan costs are comparatively low at the present time, they will mount 
‘steadily, owing to the annual increments in the benefit and to the increase in 
the number of older persons. 


IV. FINANCING THE PROGRAM 


1. The Social Security Fund 
‘ Both the age-benefit and the superannuation benefit are payable from the 
Social Security Fund which was established by the Social Security Act and is 
Maintained as a separate account in the Treasury ledger accounts. 
The two main sources of revenue for the Social Security Fund are the social 
security contribution and an annual appropriation from the consolidated fund. 
Any accumulated balance from the previous year’s operation is carried forward 
while a small amount accrues to the Fund from fines and penalties payable under 
the Act1. It is not the policy of the Treasury to credit the Social Security 
Fund with interest on surplus funds that may be temporarily invested since 
any interest accruing would correspondingly reduce the amount of subsidy 
required from the Consolidated Fund 2. | 
The annual appropriation from the Consolidated Fund supplements the 
other Fund revenues to the extent needed to provide for the total expenditures 
in the year and to maintain a contingency reserve of several million pounds. 
Thus, apart from the contingency reserve, the social security program in 
New Zealand is financed on a pay-as-you-go basis and avoids the problems 
related to large reserves. The annual appropriation permits the Government to 
integrate the financing of this program with general fiscal policy. For example, a 
‘Tise in unemployment would greatly increase outlays for unemployment benefits 
at a time when revenues from the social security contributions would. probably 
have fallen, thereby increasing the subsidy required from consolidated revenue. 
wee. With respect to the need for reserves to meet increased future liabilities of 
old age income security, it was recognized that the output of the economy in any 
year in which social security benefits are paid must furnish the goods and services 
consumed by the beneficiaries at that time, The real burden of maintaining the 
cs 1 An annual social security registration fee payable by all persons over 16 years of age was introduced 
1938 but was abolished by an amendment to the Act in 1945. 
2 Systems of Social Security, New Zealand, International Labour Office, Geneva, 1949, p. 65. 
— 60337—3 
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aged in the future cannot be provided by the present contributors by currently 
accumulating credits in a reserve fund. It was appreciated that the government a 
could not practicably establish a reserve in any form except its own obliga-— 
tions and that, while a claim of one sector of the community (e.g., the aged) — 
against the taxpayers of the community can be built up for future years by — 
such a reserve, the real burden to the country cannot be shifted over time. ‘z 
The Fund finances the cost of monetary benefits, health services and ~ 
administration in some cases with, and in cthers without, appropriation by — 
Parliament. Monetary benefits for old age, widows, orphans, families, invalids, — 
miners, sickness, unemployment and Maori war veterans, as well as for any © 
refunds payable in respect of the social security contribution, are payable from — 
the Social Security Fund without any appropriation by Parliament. On: the 
other hand, the universally available health services, social security administra- — 
tion costs, the cost of education and research in the fields of public health and 
social welfare and any other programs related to the Act, are financed from the — 
Fund only in accordance with appropriations of Parliament. el 
The following is the estimate of Social Security Fund receipts for the 
fiscal year 1949-50: , pe 
Receipts Amount Per Cent “" 


SHCA. SeCUrLby.: CONTLIDUTION 0. Seanad eects Coe eas £31,600,000 60-4 
Miscellaneous receipts ............ LAUTAN ASRS nae ian attaies 36,000 0-1. 
aL EL OR PLOVTOUS, | WAS tity aiid: Ceuta hy UN WL ie UN ity 8,681,917 16-6 
LEARBLOr ATO COUSOLICE LOG LUNGIS © Oe ites a a win dean's 12,000,000 22°9 
BOA Ls He eth co Ni ae ser, iene Rian LW Me Mala a i Leas » £52,317,917 (100-0 


The distribution of receipts and expenditures is illustrated in the accompany- — 
ing chart. Detailed expenditures under the various categories are given ae 
Appendix VII, eats =, 

Payments for age-benefits and superannuation benefits represented about. 
33°5 per cent of the expenditure of the Fund for 1949-50, including the balance 
of £6,099,247. On the other hand, if this anticipated balance is excluded, the 
expenditure on old age income maintenance programs rises to about 38 per cent. 
This points up the relative importance of the old age income security measures 7 
in relation to other social security programs. i 

With a rising superannuation benefit rate, the annual cost of old age income 
security is steadily increasing. When this is combined with the increase in 
proportion of persons 65 years and over, the present legislation makes very heavy 
financial commitments for old age income maintenance in future years. At the | 
same time, it 1s anticipated that an increase in average man-hour productivity 
will accompany these increased costs thereby strengthening the capacity of the 
New Zealand economy to offset partially or totally this rising financial burden. 

Transfer incomes of. £39-5 million were paid in 1948-49 as social security 
benefits and war pensions. In the same year the national income (net national 
income at factor cost which excludes transfer incomes) was an estimated £419 
million. Accordingly, social security benefits and war pensions represented about 
9-4 per cent of national income while the £15-6 million paid in age-benefits and 
superannuation benefits in 1948-49 represented about 3-7 per cent. /_ 

The estimated £31,600,000 which is to be raised in 1949-50 through the 
social security charge represents about 20-7 per cent of all revenues of the 
central government and about 23-8 per cent of all taxation revenues anticipa’ aC 
for this year. Estimated expenditures for the social security program in 1949-50 
have been placed at £46-2 million, an amount equal to about 30-2 per cent ol 
all revenues of the central government or about 34-8 per cent of its taxatiol 
revenues. Revenues for the New Zealand Government for the years 1948-49 anc 
1949-50 are set out in Appendix VIII. Re 
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SOCIAL SECURITY FUND 


ESTIMATE FOR 1949-50 


UNIVERSAL 
» SUPERANNUATION 
, BENEFIT 


HEALTH 
BENEFITS 


15.4%, 4 


EXPENDITURES 
— @$2,317,957 


OTHER CASH 
BENEFITS 


37.9 %F, 


AGE BENEFIT 


BALANCE 
18.7 °F, 


ADMINISTRATION 
1.5%, 


MISCELLANEOUS 
RECEIPTS 


0.1%, 


RECEIPTS 
£52,317,937 


SOCIAL 
SECURITY 
CHARGE 


60.4 °F, 


TRANSFER 
FROM 
CONSOLIDATED 


BALANCE 
FROM 
PREVIOUS 

YEAR 
16.6%, 


RE SEARCH DIVISION 


DEPT. OF NATIONAL 
HEALTH & WELFARE 


2. The Social Security Contribution 
The social security contribution is a specially earmarked flat rate income 


tax or contribution on salaries, wages, and other income at a rate of one penny 
or 74 per cent. The introduction of this social security 


Ka every 13$d., 

charge in the 1938 Act was not an innovation. During the thirties a similar levy, 
known as the Emergency Unemployment Charge, was placed upon individual 
income (but not company income!) to assist in financing the country’s 


Rt Company dividend income received by individuals was subject to the Emergency Unemployment Charge 
0 that the extension of the Social Security Contribution to company income under the 1938 Act was not 


irely a new source of revenue. 
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unemployment relief program. This tax, which varied from.a low of 14 per cent in 
1931 to a high of 5 per cent in 1932, was at a rate of 35 per cent from 1935 
until it was placed under the 1938 Act by a 5 per cent Social Security Contribution. — 
This new contribution taxed not only wages and salaries without exemption — 
for marital status and. dependents, but also company net income. The rate 
was subsequently raised to 74 per cent. 
Income against which the contribution is charged falls into three classes: | 
(1) wages and salaries, (2) individual income other than wages and salaries, — 
and (3) net company income. Workmen’s compensation, social security benefits 
and war pensions are exempt from the social security charge. Dividends derived 
from a company which has paid the social security contribution on its income 
or profits are not taxed, so that double taxation of dividends is avoided. 4 
Provisions relating to the assessment, collection and recovery of the social — 
security contribution are administered as an income tax with the responsibility — 
for collection of the contribution resting upon the Commissioner of Taxes in 
the Land and Income Tax Department. iz = 
Every person 16 years of age and over residing in New Zealand is liable 
for the payment of the social. security contribution. A person who arrives ino 
New Zealand and remains for a continuous period of not less than 12 months — 
is also liable for the tax. A few specific classes of persons, such as diplomatic 
representatives and persons employed by international organizations, have been 
exempted by order in council from payment of the contribution. In addition, © 
the Commissioner of Taxes may in cases of hardship exempt any person or 
company from the payment of any instalment of the contribution or of a penalty. 
All companies located in New Zealand are liable for the tax, as are non- 
resident companies in respect of the income derived by them from New Zealand. 
The social security charge on salaries and wages is deducted at the source. 
The employer is responsible for making these payroll deductions and main-— 
taining necessary records. Where the contributions collected by a firm exceed 
£2 for a pay period, payment is made directly to the Land and Income Tax 
Department or at a money-order post office and receipts for these payments are 
attached to the firm’s wage records. If the deductions are less than £2, the 
employer is required to affix social security stamps of the appropriate denomina- 
tion on the firm’s wage records. Stamps are purchased at post offices. A 
firm’s wage records, showing cancelled stamps or income tax receipts must be 
available for inspection for a minimum period of five years. er 
As well as being a charge on wages and salaries, the social security contri-— 
bution is levied on income other than salaries and wages. Recipients of such 
income must make an annual declaration and pay the contribution in two equal — 
instalments on July 1 and November 1. 
Net company income is also subject to the social security tax and companies 
have their contributions assessed on their income tax returns which are made 
out annually. The contribution is payable in one sum. . 
Penalties are imposed if an individual or firm fails to pay the tax and the 
employer is lable to penalties for failure to deduct contributions on behalf of his 
employees or to account for any amount which has been deducted. The Social 
Security Department may refuse or reduce the benefit if there has been a default 
im payment. 3 
The main portion of the social security contribution is obtained from salaries 
and wages. For example, in the fiscal year 1945-46, 62-9 per cent was received 
from this source while 13-4 per cent was derived from net company income and 
23-7 per cent from individual income other than salaries, wages and net company 
meome. Appendix IX gives the amounts of revenue derived by the social security 
charge from these three types of income while similar factors under national 
income accounts are shown in Appendix X. q 
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Since the contribution is not graduated progressively in accordance with 
capacity to pay and since no provision is made for exemptions for marital status 
pe dependents, the tax bears heavily on the lower income groups. On the other 
hand, persons in the low income area probably receive a greater share of the 
"monetary benefits paid out. 
The social security charge on company income is not a tax on payroll and 
therefore provides no special inducement to an employer to reduce his payroll 
or to substitute machines for men. The amount of contribution is related to the 
income or profits of the firm with the result that, if the firm is operating with a 
Refit, it will not have to pay any social security contribution. Accordingly 
under ‘depressed economic conditions the firm would have no direct incentive to 
release workers in order to reduce its tax costs. However, employers are indi- 
viduals pay the charge on their own income and, to the extent that general 
taxes are used to finance the scheme, they contribute indirectly. ' 
Py The social security charge has ie advantage of being a combined contri- 
bution for a number of benefit programs. 1 By avoiding a number of individual 
earmarked levies the combined contribution simplifies administrative procedures 
and reduces administrative costs both to employers and the caverta 
Farther, eligibility for and the size of benefit are not determined by the num- 
_ ber and magnitude of contributions that have been made. The purpose of the 
social security contribution is to raise revenue, not to establish benefit right. 
Neither the Social Security Department nor the Land and Income Tax Depart- 
“ment maintains individual contribution records. This avoids the complicated 
and costly administrative machinery required under. schemes where the benefit 
is determined on the basis of individual records. 


k 


e 


V. ADMINISTRATION 


i Administration of cash benefits provided under the Act is the responsibility 
the Social Security Commission, under the general direction and control of 
the Minister of Social Security. The members ‘of the Social Security Commis- 
“sion, which is composed of a chairman and not more than two other members, 
are the principal officers of the Social Security Department. Much of the 
responsibility in administering the cash benefits is delegated by the Commis- 

“sion to other officers of the Department. 

‘The Health Department administers the health benefits while the Land 
and Income Tax Department collects the contributions to the Social Security 

| Fund. 

_ The Head Office of the Social Security Department maintains a national 

- card index and record system which provides a close check on all applicants for 

benefit. Temporary benefits, such as unemployment and sickness, are paid by 

‘local offices. All other benefits including superannuation and age benefits, are 

paid from the Head Office. 

ig The country has been divided into 19 districts with a branch office of the 

ocial Security ‘Department in the principal town in each district. Each office 

is administered by a Registrar of Social Security. The Commission has delegated 
ito. these Registrars powers for the granting and subsequent supervision of all 

[Pes of benefit except the emergency, superannuation, and miners’ benefits. 

The Registrar issues a payment voucher as soon as he grants a benefit for 

Semaployment and sickness. All other payment vouchers are produced at the 

d Office. These vouchers are forwarded throughout New Zealand to the 
er 

1 Payable without a means test are the superannuation benefits, family benefits (family allowances), 

nine ” benefits, maternity benefits, hospital benefits, medical benefits, pharmaceutical benefits and supple- 

ae (medical care) benefits. Payable under a means test are the age-benefits, sickness benefits, widows’ 


nefits, orphans’ benefits, invalids’ benefits, and emergency benefits. Unemployment benefits are subject to 
ans test at the discretion of the Commission, 
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paying offices amen are the ee ar offices. and cadens der post offi 
After the individual has received payment the receipted voucher is returned 


the central office where it is checked off against the beneficiary’ 's ‘account, CR: 
In many of the districts there are local offices controlled by a district 
and supervised by the Registrar of that district. There are 28 district ag 
and their delegated power to grant benefits is restricted to unemployment. 
sickness benefits. They investigate claims for other benefits and subgne them 
to the District Registrar for decision. in 
An applicant or beneficiary has the right is appeal to the Conmmae on 
against any decision by a registrar affecting the granting, refusal, renewal or 
review of a benefit and the decision of the Commission is final. = 
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- DEFINITION OF ALLOWABLE INCOME UNDER THE i, 
: ‘ AGE-BENEFIT PROGRAM | 


: a Except for certain exclusions, the allowable income which is considered in 

ee nine eligibility for age- -benefit includes all moneys and the value of all 

_ benefits derived or received by a person from any source for his own use. | 

However, neither cash benefits nor the value of any service received under 

~ the Social Security Act are counted as allowable income, nor is any money —_— 

: _ received as a funeral benefit from a friendly society. 

Excluded also are capital funds received from the sale or exchange of 

Beroperty, from the estate of a deceased husband or wife, or from an insurance 

policy for property damaged by fire, as well as capital sums up to £500 received 

under life insurance policies on the life of the beneficiary. In addition, exclusions 

- are made for capital funds received up to £500 under any legacy (other than from 

a deceased husband or wile), or as compensation for damages with respect to 

- the death or bodily injury of any person, or under a policy of life insurance other 
than on the life of the beneficiary. 
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_—s&#HFFECT OF ALLOWABLE INCOME AND PROPERTY QUALIFICATIONS 
_—s ON THE AMOUNT OF AGE-BENEFIT OF SINGLE BENEFICIARIES ‘ 


oe A—ALLOWABLE INCOME 


ay Allowable income Age-Benefit Total income 
£ ee ce 
Nil 130 130 
20 130 150 
40 130 170 < 
60 1380 190 
78 130 208 
80 128 ° 208 i 
100 108 208 
120 88 208 
140 68 208 
160 48 208 f 
180 28 208 
200 8 208 
208 Nil 208 


B—PRopPERTY 


Amount of reduction m4 Mek 


Property value 
aac in age-benefit 


£ £ oy 

500 or less Nil 

520 2 3 

600 10 

800 30 iy 
1,000 / 50 a 
1,200 . 70 ays 
1,400 90 re 
1,600 110 oe 


1,800 130 


Nore: If a person had other income of £80 per year and property of £800, his age- he 
benefit would amount to £128 (see A above) less £380 (see B above), or £98 ; free 


, per year. SiS 
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EFFECT OF ALLOWABLE INCOME ON THE AMOUNT OF AGE-BENEFIT OF MARRIED 
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COUPLES, ONE OR BOTH OF WHOM ARE BENEFICIARIES 


Married couple—One spouse eligible 
Married couple 


Appendix IV 


EFFECT OF PROPERTY QUALIFICATIONS ON THE AMOUNT OF 
AGE-BENEFIT OF MARRIED COUPLES, ONE OR BOTH 
OF WHOM ARE BENEFICIARIES 


Both spouses eligible One spouse eligible 


Capital value of | 
accumulated property Reduction in total Reduction in age-benefit 
of couple age-benefits paid payable to eligible 
‘ to couple(’) spouse(?) 
Be a z 
1,000 or less Nil Nil 
, 100 10 5 
1,200 20 10 
1,600 60 30 
2,000 100 50 
2,400 140 70 
2,800 180 90 
3,200 220 110 
3,400 240 120 
3,600 260 130 


(1) One half of the amounts shown apply to the benefit payable to each spouse. 
(2) These reductions also apply to discretionary benefit where such is payable. 


both eligible Husband eligible . Wife eligible 
Allowable 9 |———---—___ a 
income Discre- 
of couple Age- Total Age- tionary Total Age- Total 
benefit income benefit benefit in income benefit income of 
of couple of couple | of husband} respect of | of couple of wife couple 
wife 
£ Ss &y £ t BS s E 
Nil 260 260 130 130 260 130 130 
50 260 310 13 130 310 130 _180 
60 260 320 130 130 3820 130 190 
78 260 338 130 130 338 130 208 
80 258 338 130 128 338 130 210 
150 188 338 130 58 338 130 280 
200 13 338 130 8 338 "pees 3403 330 
208 130 338 13 Nil 338 130 338 
270 | 68 338 68 Nil 338 68 338 
338 Nil 338 Nil Nil 338 Nil 338 
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Appendix V 


RESIDENCE REQUIREMENTS FOR AGE AND 
SUPERANNUATION BENEFITS ; v 


An applicant who was resident in New Zealand on 15th March, 1938, is 
re equired to have resided continuously in the Dominion for the ten years 
immediately preceding the date of application, subject to an aggregate allowance 
of one year for absence during that period and a further allowance of six 
months’ absence for every year of residence in excess of ten years. Where 
the absence during the ten years immediately preceding the application date 
has exceeded one year, however, the applicant must not have been outside 
New Zealand at any time, during the twelve months immediately preceding 
the date of his application. (For tabular presentation, see foot of page). 


has 


An applicant who was not resident in New Zealand on 15th March, 1938, 
4 required to have resided continuously in the Dominion for the twenty years 
immediately preceding the date of application, subject to an aggregate allow- 
Bnce of two years for absence during that period and a further allowance of 
six months’ absence for every year of residence in excess of twenty 
€ Where the absence during the twenty years immediately preceding the 
plication date has exceeded two years, however, the applicant must not have 
been outside New Zealand at any time during the twelve months immediately 
pecoding the date of his application. (For tabular ee see next 


In the case of a seaman, any absence from the Dominion while serving 
n any New Zealand owned or registered ship engaged in trading to and from 
w Zealand is not counted as a period of absence if the seaman’s home or 
family was in New Zealand while he was so engaged. 

m Ifa beneficiary leaves the country and returns to it any time within five 
years he is not required to comply with the residential qualifications on sub- 
sequent application for a benefit of the same type as that previously received. 


= The scale of absences allowed when the applicant is required to have 
ided in New Zealand for ten years immediately preceding application is 


= ° Peri in 
Period since A heprne eriod since Absence 


arrival in anvatin 
New Zealand alowed New Zealand Allowed 


10 years 1 year 24 years 8 years 

ei f* 13 years 26 scare 

ey “ce 2 “ oR “ 10 “ec 

13 “ce 24 “ 30 “c 11 + 

14 “ 3 “6 35 “<c 134 “ 

15 “6 33 “<6 40 “ 16 6“ 

16 “cc 4 “ 45 “cc 183 “ce 

18 “cs 5 4c 50 ‘< Al “eg 

20 “e 6 3 55 “c 233 6“ 

99 “ 7, “< 60 “ 26 66 i 
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Appendix VI 
RATES OF UNIVERSAL SUPERANNUATION PAYMENTS 
Fiscal year commencing Rate Fiscal year commencing Rate ; a . 
April 1 per annum April 1 per annum 
4 if f £ a 
eC Mem cr tee ie ear Se el Atay 10/- TOG Ricks bois tet eee Re ee 72/10/- 
eT eter seh ste are chelate Gis oe Ni 12/10/- 1G6G os eye ee eo Bee a 75/- 
OAR e om Oe isles Means ale | ed 15/- IGG Re OLS Aree re ae as 77/ 10/— 5 
4 Ue RT ORE oe lO NR Ps oh Uy Octo 8 17/10/- LOGS Ue UC eas eh ee 80/- 
I ad ear BARB tk eo Reta ON Oe 20/- LOG Oe eae, eee 82/ 10/— i] 
IE ae TMA teed “Cnc APs SURE RO Pa 22/10/- ’ 
OE rae UU AR REAM IRE SCAR) NURSES 25/- 1970s os ee een ie one eee 85/- 
Pre Cn tas WU By an] ch 27/10/- 7d RRP UCN SS Uh RS aw Se 87/10/- 
BA oietUn yt sl illzys: Shares i/o hehehe 30/- 1902 can tila pi SRG Re ee 90/- 
BE rg Sea tete Wie id th cSt en Us es as 32/10/- LOB Cig Sh ee ea oe ae 92/10/- j 
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- SOCIAL ae FUND OPERATIONS, NEW ZEALAND 


Year ended 
31st March, 
1949 


& 


29,378, 385 
58, 651 
7,241,918 
15, 000, 000 


51, 678, 954 


13, 790, 971 
1,850, 079 
1, 847,030 

27, 623 

14, 242, 203 


251, 409 


916, 120 
1, 997,375 
2,306, 881 
1,793, 159 

861,913 

729, 259 
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REVENUES OF NEW ZEALAND GOVERNMENT i " 
1948-49, 1949-50 sets . a 
Year ended March 31, Year ended March 31, | 


1949 1950 (estimate) a 


Item eee 
Amount Per Cent Amount Per Cent 


A A | i eee 


£000 £000 

i Ait gene tae pearea tave ae, Wye Miner tha go yee 49, 008 31-6 49, 000 32-0 

MING tAX ata ier ee Ree ins aie Coen eee 916 0-6 900 0-6 

Sioiaiamecunuy Onertedas nee t weeps. 29,378 19-0 31, 600 20-7 

OFS Lya UES aes eee Ge ces cals ea Rape, 19,111 12-3 19, 250 12-6 

ECD be tek May ea eats ee 4,555 2-9 4,525 3-0 

SSPE WS ies ate Lena Co eee a ate ea meee Oe leh 14, 105 9-1 Lo seoo 9-0 

Pig WW. GARG cy eee any Poe hon ncttel are 3, 614 2°3 3, 880 2-5 

SEE P UGIOH > vac tre uih)ictoeets ste Dalene oet ann We 9, 624 “hG22 9,616 6-3 

COMET are Se eon arte, Lhe eA HMA batt PO Reta 128 0-1 190 0-1 

A Roy e21 Beameea ee Dun Ree P A OURS bd Ses Take Saree RN 130, 4389 84-1 132.714 86-8 

POTN TO BAT wy ECRCEIPTS : 2 fiur-ia so wud caagecene ier meine cees RPA: 3-4 5,712 3-7 
3. SurpLus ASSETS AND Business UNDERTAKINGS.... 1, 536 1:0 2,175 ia 

Ga ANTE eke. Ty ORL PTS sryicys Aig Atego ed sel aktuell eae 17, 759 11-5 12,399 8-1 

POT VGDAT SOUT TEs ei vena iah tha RON NER oe Ca Ruth cke ANS Tamera ge iste 154, 950 100-0 152, 997 100-0 


Source: Budget, 1949, Minister of Finance, New Zealand, August 18, 1949. 
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ANALYSIS OF SOCIAL SECURITY CONTRIBUTION IN NEW ZEALAND 
1940-41 TO 1945-46 


Item 1940-41 1941-42 1942-43 1943-44 1944-45 1945-46 ; 

£ 
1. Charge on salaries and wages........| 6,174,092) 6,488,691) 7,548,391! 8,490,200] 8,785,454| 9, 161,218 
a 
2. Charge on company income.......... 1,107,338) 1,282,500) 1,403,475) 1,432,484; 2,005,091} 1,948, 684 
3. Charge on other income............. 2,828,147] 2,661,123] 2,672, 180 2,873,424) 2,873,313 3,447, 558° 


SO OO | | ~ 


) 
U 
Cl 
= 


Total Charge...................]10, 109, 57/10, 432, 314111, 624, 046112, 796, 108113, 663, 858]14, 557, 46 


A 


Per Cent 3 
1. Charge on salaries and wages........ 61-1 62-2 64-9 66-3 64-3 62-9 
2. Charge on company income.......... 10-9 12-3 aes | 11-2 14-7 : 13-4 
3. Charge on other income............. 28-0 25-5 23-0 22-5 21-0 23-7 
Mita Abaree cs. 4.25 ake 100-0 100-0 100-0 100-0 100-0 100- 54 
; He 
Source: New Zealand Year Book, 1944 and 1946. é ‘ 
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(ind of written statement.) 


The Witness: Mr. Chairman, I do think that both with respect to | 
Australia and New Zealand a study of their plans of financing old age security — 
and over-all social security is important to us and is significant because there 
are introduced into the programs of both of these countries certain concepts 
which at least so far as 1 am aware have not to date been considered in North 
America either in the United States or in Canada. a 

We in this country both on the provincial and federal level, and I think | 
this applies equally to the United States, are usually accustomed to thinking of 3 
approaches to social security on two separate lines. a 

One, we have our so-called means test approach; on a means test approach, ) 
if we embark on a means test program, and this applies provincially as well as 
federally, we are accustomed to think that the benefits should be paid out of 
the consolidated revenues of the country without any special contribution — 
being required. Generally speaking no absolute rights to benefit are established’ 
and the administration of the program is on a somewhat discretionary basis and 
subject to the means test. In other words, the assumption is that if you have 
a means test program that you are going to put into effect—whether it be poor” 
relief, unemployment relief, mothers’ allowances, pensions for the blind, war 
veterans’ allowances, old age pensions or what not—the pattern in this count v 
and in the states has been to finance that out of the general revenues of the 
country, namely the consolidated revenue fund. 4 

Now, that is one approach that we have accepted. The other approae! a 
that we have accepted is what we have termed the contributory approach. If 
we embark upon a system of social security which involves contributions, such 
as, for example, unemployment insurance or workmen’s compensation, ( 
mention just two examples, then our thinking to date in this country and in 
the states has suggested that any contributory system involves at the other 
end the receipt of benefits as a contractual right; and the benefits under any 
contributory system of which I am aware on the North American continent 
are paid as a matter of right, subject, of course, to certain prescribed qualifying 
conditions, but under no circumstances, in any ‘situation that I can think of at 
the moment, subject to a means test. 

So we have these two approaches; one is a means test program financed out 
of the consolidated revenue and the other is a contributory program with & 
specific contributory tax of some kind or other; and in that kind of program 
the benefits are invariably paid without reference to any means test whatsoe rer. 
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; PL Now, - in ee a to this the Australian system we were studying this” 
n Bigrnine and ie New Zealand system which we will hice this afternoon have 


hat total program is briniped on a ber crate arg basis. We can follow them 
“up to that point; but the new and different feature in it is this, that with respect 
to the benefits that flow from these contributory schemes they are to a substantial 
_ degree subject to a means test. 

% New Zealand and Australia have in effect applied that principle to all 
Beet programs. They have taken all their programs that are subject to the 
means test, and they have relieved their consolidated revenue funds largely or 
wholly of the cost of the services that we up to date in Canada have been 


“federal governments. What corresponds in New Zealand and Australia to 
the provincial mothers’ allowance program, on a means ak basis; unemploy- 


to Bid age pensions, blind pensions and family Ee ee cost of all of 
_ these programs, or the counterparts of them in Australia and New Zealand, are 
e shifted over to a basis of support that is not the ee revenue fund 


_ I think I am right in suggesting to members that there is no counterpart on 
this continent of that combined approach,—a contributory fund on the one hand 
and benefits some of which are Sie without means test and others which. are 


4 th im with great respect, fetes is some value, in Hoey ite the situation in these 
two countries where these quite different approaches to social security so far as 
Pa are concerned are in effect. 


:.. pow Australia, as we. heard ie morning, has a ae frorh which these 


ik fr. “Willard Pedtioned nis morning, ane been paying ne rhaidiee 
nto its fund out of consolidated revenue. However, the subsidy from the New 
Zealand consolidated revenue fund is equal only to the amount that. is spent 
_atinually on one single program, that for the family allowance program or the 
old age pensions program in that country. It will be evident therefore that the 
financing of these programs is not on a comparable basis with what we have in 
Canada. 
It may be somewhat difficult for members to visualize the relationship 
because in Canada so much of the cost of our social security program comes 
| out of the consolidated revenue fund. You could get the comparison most clearly 


/ by psualizing a situation in Canada where we-would gio a social security 


2 s , provincial and federal we would impose a social ere i oe much 
h would be required in Canada, it would be difficult to say; but one should keep in 
P| mind the figure that is in effect in New Zealand, 7°5 per cent of all salaries, 


| Wages and other income, including net corporation income. The revenues from 
wa 

that ‘kind of a special] contribution would ‘be used to finance under this hypo- 
hi theti 


thetical assumption, all of the many and varied programs, means tests and 
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otherwise that we have now in Canada and other ones that we would add to 
complete the picture on the basis that it is completed in New Zealand and 
Australia. 3 ae es 

The point to keep in mind, however, it seems to me, is that in both Australia 
and New Zealand, they have shifted this burden across from the consolidated 
revenue fund to a special contributory tax. The tax in Australia differs in some 
details from that in New Zealand but nonetheless it remains a contributory tax. 
That having been done—that type of financing having been followed in both 
countries, to a lesser extent perhaps in New Zealand that in Australia—we then 
find that benefits based on these contributions are not, in all cases paid free of the 
means test, as we would have expected under the concept that we have hitherto 
had of a contributory system. Australia and New Zealand do not pay benefits out 
of that fund entirely, exclusively and in all circumstances without a means test; 
in fact, most of the payments in Australia, and approximately half of the 
payments that come out of this contributory fund in New Zealand are subject 
to some form of means testing even though the fund has been built up wholly 
or largely from the special contributions exacted for the purposes of social 
security. ; a 

Australia, for example, as Mr. Knowles mentioned this morning, provides 
what he described as a 14 poimt policy of protection. Out of these 14 different 
varieties of social security that are listed in the table in the Australian document 
no less than 12 out of the 14 are subject to a means test in some form or other,— 
and that despite the fact that the fund itself is completely and exclusively made 
up from special contributions and not financed to’any extent at all from the 
consolidated revenue fund. Only two of these 14 types of benefits, maternity 
allowance and child endowment or family allowance, are free of the means test. 

Mr. Benipicxson: Could you, Dr. Davidson, point out which of those 14 
programs are similar to programs operated in Canada either federally or 


x 


provineially. % 


The Wirness: I think the best answer I could give you, Mr. Benidickson, 
would be to refer you to the table which is shown on page 29 of-the mimeographed 
report on Australia. Z 


Mr. Benipickson: I am quite familiar with it but I though it might be” 
desirable to refer to it at this time and to indicate of the 14 benefits shown there 
how many are subject to a means test and how many are free from it, and 
how many of them correspond to ours. 


_ The Wirness: If you look at page 29 of the Australian document, age and 
mvalid pensions are of tourse provided in Canada; widows’ pensions correspond 
to some extent to provincial mothers’ allowances; child endowment.represents our 
family allowances program. As for the next one listed, unemployment and 
sickness benefits—taking unemployment benefits as distinguished from sickness 
benefits which are not provided in Canada—under our program of unemployment 
Insurance and unemployment relief one gets some basis for comparison. As t0 
the other items listed, take the one respecting funeral benefits for aged and 
invalid pensioners, we have no provision of that kind in Canada. Then when 
you come to maternity allowances, which are cash grants to assist in hospital 
and other expenses at the time of confinement there is really no counterpart of 
that in so far as Canada is concerned, although Alberta provides free mater 
nity hospitalization and British Columbia and Saskatchewan included maternity 
hospitalization expenses under their hospital insurance programs. Pe. 


Mr. Ferrie: There is a cash grant paid under that heading in Saskatchewar 
The Witness: I wasn’t aware of that. Then, as to sickness benefits an 
community rehabilitation; I do not know of any specific counterpart of thos 
in Canada; as to hospital benefits, in two of the provinces we have provineil 
ft a 
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hospital insurance plans—or perhaps in three of the provinces if one takes into 
account the fact that Newfoundland has a program which comes very close to 
approaching a hospital insurance program. Pharmaceutical benefits—there is 
no specific counterpart of that; tuberculosis benefits and mental institution 
benefits—it is difficult to say there because while we have almost completely 
free hospitals for all in connection with tuberculosis and to a large extent in the 
field of mental care they do not correspond exactly. J think that is about as 
far as I can go, Mr. Benidickson, in indicating which of these programs exist 
in Canada and which do not. 

Mr. KNow Es: With respect to the widows’ pensions that are referred to in 
the table on page 29 of the Australian report, I do not quite understand what 
you said. Are these widows’ pensions in Australia only paid to widows who 
have children corresponding to our mothers’ allowance program in this country? 
The Witnegss: No, no. 

Mr. KNow tes: Or are they open to all widows? 


The Witness: Generally to a larger category of widows than we have under 
mothers’ allowances in this country. What I said was that the nearest counter- 
part we have in Canada is the mothers’ allowance program. 
Mr. Knowtss: But qualification there is not having children but the means 
test. 

. The Wirness: The means test, and certain other qualifications. The point 
that I was on was that 12 out of these 14: types of benefits in Australia are subject 
to the means test; and in terms of volume of expenditure, the same table I have 

just been reading from on page 29 shows that £34,000,000 out of a total of some 
£100,000,000 or more in 1949-50 were paid without the means test, whereas 

_ £66,000,000 worth of benefits were paid subject to the means test; so that you can 

see that the Australian social security system on the one hand is one hundred per 
cent contributory and does not depend on the consolidated revenue fund in any 

way, while on the other hand it is 66 per cent subject to the means test and 

34 per cent free of the means test in so far as volume is concerned, while in 

terms of types of benefits it is 12/14 subject to the means test and 2/14 free of 

the means test. And I think it might be well for us also to get that general 
picture in New Zealand before we approach the specific problem of the old age 
pension. 
With your permission, therefore, I will give you something more of the 
general picture of the New Zealand situation. In the case of New Zealand the 
difference is one essentially of degree as compared with Australia. First 
of all I said that the social security fund, in New Zealand, is not as in Australia 
solely supported by contributions derived from special social security taxes. The 
social security tax in New Zealand, which we will discuss at greater length later 
on, at the present time produces revenues amounting approximately to 70 per 
cent of the benefits that are paid out in any one year. Members of the com- 
mittee will get that figure from looking at the table on page 37 of the New Zea- 
land Report where it is shown that for the two years ending March 31, 1949 and 
| March 31, 1950 the revenue from social security tax alone was approximately 

— £61,000 000 in the two years, and the total of expenditures on all social security 

| programs amounted to something like £89,000,000 in the two years; so that the 

| social security tax in New Zealand on the basis of those two years produced 
| approximately 70 per cent of the amount of benefits paid out. To that extent and 
only to that extent can it be said that the New Zealand scheme is 70 per cent 

a contributory scheme in the direct sense of that word. 

Turning to the benefit situation now, out of the fifteen types of benefits in 

| New Zealand there are fifteen benefits payable and seven of those benefits are pay- 

| able on a means test basis. But it is interesting to note that of the total fifteen 

\ benefits, four are health services—hospital benefits, pharmaceutical benefits and 
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special benefits seat to the field of health  aVanueeowitel it would es at 
least. difficult to put on a cash benefit basis; therefore, if we break down the 
fifteen types of benefits paid we find that eleven cash benefits are paid and four 
service benefits, and of the eleven cash benefits four are payable without the 
means test and seven are payable subject to the means test. 

Now, so far as volume of expenditure is concerned that depends of course. 
on whether or not you include in the total both cash benefits and health benefits, | 
or whether you consider just the cash benefits alone. Perhaps it might be better | 
for me to give the committee both sets of figures. 

I am quoting now from a book entitled “The Growth and Development of 
Social Security in New Zealand” which came to my hands through the kindness 
of the high commissioner’s office only last week. Its publication date is 1950, 
and it gives the complete story of social security in New Zealand up to and 
including the year 1949; and if members are interested in getting a lot of details 
which I do not think could possibly be obtained otherwise,] recommend this 
book to them, without, of course, any hope of getting any commission on any 
sales that might result from my recommendation. 

As to the volume of benefits paid in New Zealand—and for the ert I 
include both cash and health benefits—56°9 per cent of the total expenditures 
from the social security fund are paid free of means test and 43-1 per cent of - 
the total expenditures are provided subject to the means test. On the other 
hand, if you include the cash benefits only and exclude the health benefits, you 
get a figure of 53 per cent of the total cash benefits being paid subject to the | 4 
means test and 47 per cent of the cash benefits paid being paid without a means 7 
test. q 

In summary, this is a system which is 70 per cent contributory in the direct. » 
sense but it is, however, 43-1 per cent subject to a means test, or 53 per cent 4 
subject to a means test if you include all the benefits that are paid out, and that 
larger share depends on whether you include or exclude the health service bene- 
fits in the over-all total. I leave now the over-all general appraisal of the New 
Zealand and Australian approach, which I think is quite different from what 
we have had in this country or in the United States up to the present time. 
Coming down from there to the question of old age security itself, we find that 
in New Zealand they pay out of this social security fund that is built up largely | 
out of contributions age benefits both on a means test basis and on a non- means 
test. basis. ‘ 

According. to the pace shown in this New Zealand booklet, the total 
expenditures under the means test program for the aged in New Zealand—that 
is what they call the age benefits for the fiscal year 1948-49 were £13,790,971; 
whereas the total expenditure under the non means test program for the aged— 
what they call the superannuation benefit—amounted to £1,850,079. is 

In other words, according to these figures which are taken from the booklet. 
which I have mentioned, the ratio of means test benefits to non means test 
benefits for the aged in New Zealand is a ratio of 7 to 1; that is, % of the total 
benefits currently being paid to the aged in New Zealand are being "paid under a 
means test age benefit program, while $4 of the total benefits paid to the aged. 
are payable under the non means test superannuation program. a. 

That is the picture as it is given in this booklet. But I think it would only be 
fair to add that in my view at least it does not give a picture which is completely 
fair to New Zealand in terms of the true relationship that exists between . 
means test program and the non means test program. i 

Let me explain what I mean by that. At the pice time the non means 
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e of 65 and a does not bother to apply for the means test pension. And in 
that | case the superannuation benefit which he draws is chargeable to the superan- 
nuation item in the fund. 
q On the other hand, if you have a man for whom these small su pebatiivation 
benefits are not sufficient, and who requires supplementary assistance over and 
_above that, instead of letting him draw his superannuation’ benefit, free of means 
test and supplementing that by a partial pension from the age benefit program, 
he is completely switched over in New Zealand. His entire benefit is paid out 
of the age benefit section of the fund; and that is counted as though it were a 
completely means test pension. 
+ In one sense of the word it is a completely means tested pension; but in 
another sense of the word it might be fair to say that a true picture of the extent 
of the volume of the means test or otherwise could better be obtained if New 
Zealand were to pay everyone over 65 the superannuation allowance free of the 
_means test, and charge that entire cost to the superannuation item in the fund; 
cand then charge, as a means test payment to the fund only the supplementary 
amount, over and above the basic amount of superannuation, to which any 
ndividual over 65 is entitled under the means test. 

We have tried to extract a calculation which I offer to the committee with 
ae diffidence. But according to our best estimates, if that were done, the 
volume of expenditure under the means test age benefit program in New 
De aland would still be 24 times as much as the total volume of expenditure under 
_ the Pee eennuation program, which is completely free of means test. 
if The CuarrMan: That is today? 

‘The Witnsss: That is today as the chairman said. We will come, in our 
iteration of the document to which I now turn, to a feature of the New 
Zealand program which indicates the extent to which, over a period of years, 
the universal superannuation program is expected to curtail or to replace or 
make. unnecessary the means test program which they still mainly rely upon 
today. | 
46° Mr. Knowues: Could you put on the record those tentative figures you 

“arrived at that would be a correction of the £13,790,971 and £1,850,079 figures? 


Pn The Cyaan: In pounds? 


Mr. Knowies: Yes, which you gave before, which breaks it down to a ratio 
‘of 1 to 24. 

The Wrrnzss: That is to be found on page 15 of the document, Mr. Knowles. 
You will see there the statement at the bottom of the second paragraph which 
Fa as follows: 


is BA : However, even on this basis, the means test age-benefit expenditure 
e P(E 12°2 million) would be about 21 times as large as that for the non-means 
\% - test superannuation benefit (£5- 4 million). 

i‘ . The CuarrMaAn: Might I suggest to the committee that we proceed now to 


general questions; and if after a certain set of questions we have to go too deeply 
into one aspect, and having regard to the fact that we are going to study this 
aspect later when we go into a more detailed examination of the statement, I 
| wonder if Dr. Davidson would mention it so that we might stick to general ques- 
} tions for the moment. Would that be agreeable to the committee? I make this 
‘suggestion so that we may keep some kind of order. Would that be correct? 


| eg The Wrrness: I would suggest, if I may, that if the members have any ques- 
tions they would like to clear up on the more general aspects of the principles 
hich I have outlined in respect to the over-all benefits and of the social security 
ents I have mentioned, that this would be the time to offer them. But if it 
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were desired to ask questions with respect to specific matters in relation to the 

old age programs it would be merely anticipating pots we would be coming be 


in the discussion and points which still remain to be dealt with. 2 Ree - 
Mr. Knows: That would apply to questions respecting the financing of | the 


scheme as well. | i 


The CHAIRMAN: We are coming to that later. | ee 
Mr. MacInnis: I was going to suggest that I think the committee could leave | 
to Dr. Davidson the order and arrangement in which he can best make his 
presentation. bee 
The Cuairman: I believe that is a good idea. Fi os 
Mr. MacInnis: I have a question which Dr. Davidson need not answer at 
the moment; but in these calculations as to the amount paid under the means 
test and under the non-means test, are you keeping always in mind the difference 
of age, as to the time the means test pension or benefit is paid, and the 60 yea: Si 


+) 9A 


in one case and 65 years in the other? if 


The Witness: We kept that in mind, I can assure you, in terms of making 
the calculations. I think you will appreciate that in terms of bringing down the 
total expenditure as between the means test and the non-means test programs, 
the question of specific points of eligibility such as age, residence, or other features 
of that kind do not enter into the picture. But as we come to a description of the 
program itself, we will bring out the fundamental points of eligibilty, such as age 
and the other points, wherein there are in some cases substantial and in other 
cases rather minor differences from the Canadian program. a) 

Mr. Brenipickson: With respect to the figures, it seems to me that as to the 
information which Mr. Knowles asked for this morning, I do not recall Mr. 
Willard stating when it would be available. That would be a comparison of the 
taxes paid in those countries based on similar incomes In Canada. © = = 


Mr. Know ss: That is what I meant a moment ago when I said that I would 
reserve that question until a little later. I had the same question to ask about 
Australia. bh 


The CHarrMan: Mr. Willard says that he will file with the committee the 
information asked for by Mr. Knowles this morning, and he adds that he will 
supply it not only for Australia but for New Zealand as well. a 

Mr. Benipickson: But my question was “when’’? ce ae 


The CHairMAN: He is noncommittal but he says he will do it as soon as 
possible. np nn 
Mr. Benivickson: If we indulge in too much discussion on broad observa- 
tions, Dr. Davidson, about these programs being distinctive in that they are con- 
tributory, I was wondering if we could leave that until we had a pretty good idea 
of what the actual tax levied is under the one system or the other, in the three 
countries? oe 
Mr. Knowtes: There is one question I would like to put to Dr. Davidson. in 
regard to his general comments: is it not rather difficult to say which category 
unemployed insurance benefits are in as between the means test and the. non- 
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means test? 
The Wirness: Do you mean Canadian unemployment insurance benefits? 


By Mr. Knowles: | f a 3 ; 

Q. Yes. I take it that in these calculations as to the percentage of benef +s 
that are means test and non-means test in Australia and New Zealand, you 
regarded unemployment cash benefits as being in the means test sector?—A. Th 
unemployed benefit is in the means test sector, yes. an 
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. And erhieh you pitte about our system in Canada, I think you stated 
a employment insurance is an example of benefits which are a matter of 
- contractual right——A. Subject to certain qualifying conditions, I said, but not 
J in any way subject to any form of means test. 


4 The CuairMAn: That is right. 


a Mr. Know tes: With one sole qualification that you cannot make more than 
$2 per day and still draw your unemployment insurance. 


a The CuHarrMaNn: If you want to draw unemployment insurance you must 
be out of work in order to do so. That is the qualification. 


q 

x Mr. Knowtes: I am also coming at the other point of this. I think what 

q the doctor means is that there are other qualifying conditions, for example 
unemployment, which would put it in a little different category from the kind 

r of funds into which people contribute with the certainty that they will get 
something back out of it. Actually you do not want it if you are contributing 

_ to unemployment insurance. 


The Wirness: I think your point is areanbie I would be inclined to say 

‘as to the point you make regarding ineligibility to draw unemployment insur- 
ance benefit if a person is working and earning as much as $2 a day, that is in 
effect a test of employment not of means. I would contrast that case with a © 
- person who was clipping coupons during the period of his unemployment or who 
had other income. He would be eligible in that period for unemployment insur- 
- ance benefits under our Canadian Act; and while there is something in what you 
‘ say, I think that the provisions which you refer to in our unemployment insur- 
- ance Act are essentially employment tests rather than a means test. But that, 
of course, is arguable. 
: 


By Mr. Knowles: 


Q. Without taking up the challenge, may I ask you this question: Is there 
in New Zealand or Australia in addition to the test of unemployment a means 
; “test as well?—A. Yes. There is an income test in Australia as Mr. Willard 
_ mentioned this morning; and in New Zealand there is a provision that the Com- 
- mission in its discretion may decide not to pay unemployment benefits if it does 
not consider the unemployment benefit is necessary on account of the applicant’s 
- resources. 
I am looking for a footnote in which that is set out in the document as we 
- go along and I speak subject to correction; but unless Mr. Willard tells me that 
Iam wrong, I shall let the statement stand. 
Oh yes, it is at the bottom of page 2, and the footnote reads: 
The Act does not set out any income and property qualification. for 
the unemployment benefit, although the Social Security Commission may, 
in its discretion, consider such qualifications and reduce the benefit. 


; I would have to get the Act itself before I could say whether that is the 
exact wording of the Act. But I think that is a correct statement, that the Com- 
mission has the discretion to withhold the benefit or to reduce the benefit if it 
considers that the payment of the unemployment benefit is not necessary due to 
_ the financial position of the applicant. 

-~ Q. You do not know whether they exercise that discretion in favour of the 
unemployed person in the same way that they exercise any discretion? But I. 
‘suppose that will come up later?—A. I would be glad to dig that out and 
provide an answer for it at a later date, if I can get an answer. 

The CHarrMaAn: Are there any questions on general principles? 


§ The Witness: Now if we can turn to the general outline of the Old Age 
Security program in New Zealand itself, I propose, with your permission, Mr. 
60337—5 
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Chairman, not to follow this text in too much detail but rather to draw on e 
various sections of the program the principles which I think are 1 npo! ant 
for the committee to have before 1t. Bie) 


By the Chairman: 4 ea 

Q. When you reach a point where you think some questions would be per 
missible, you will say so, Dr. Davidson?—A. Yes, sir. I do not want to be too | 
historical about this, but I think it is significant in studying the New Zealand — 
program to say that we are studying the second oldest Old Age Security — 
program in the world. The Old Age Security Act in New Zealand dates 
from November 1898 and it is surpassed in age only by the Old Age Pensions — 
program of Denmark, as to which I think we may be able to circulate a docu- — 
ment to the committee at a later date, although the comihittee may not find ib 2 
possible to consider the details of it owning to the limits of ‘timers = ‘ 
This New Zealand Old Age Pension Act of 1898 is comparable in its long © 
history with the Old Age Pensions Act in Canada of 1927 which, of course, — 
has been in existence for a much smaller number of years.. The Act of 1898 
survives to this day in the form of the aged benefits which are the means test — 
part of the total New Zealand Old Age Security program. | Lid 
This program today, after many changes, provides means test pensions to — 
persons in New Zealand of 60 years of age and over. In respect to that one 
point of age more than any other I think it is fair to say that there is a marked ~ 
difference between the New Zealand scheme and the Canadian scheme. - 
The other points of difference are such things as residence and property 
and other qualifications and as we come to them; but these are differences in — 
points of detail and differences in approach. The differences in these other 
areas are not, I think, such as to alter fundamentally the effectiveness of the 
Old Age Security program in New Zealand as compared to the same program in 
Canada. ! ae 
By Mr. Croll: Pie 
(. When did it become 60?—A. I can check that for you in just a minute, a 


if the committee will give me a moment. i 


By Mr. MacInnis: i a 
Q. In 1938, I think—A. Yes. The original Act of 1898 provided for a 
means test benefit at 65 years og age, but this was later changed, and... a 
Q. If you look at the second paragraph on page 6, you will see it.—A. Yes, 
that is right. At the time the Social Security Act was passed in 1938 providing 
universal superannuation benefits for those of 65 years of age and over, the. 
age of eligibility was lowered to 60 for men and women in the case of the means - 
test program. The age for women had been set at 60 as long ago as 1913. 
Now, so far as the amount of pension is concerned, the maximum amount 
payable under the means test program has, of course, undergone many changes 
in the course of the years from 1898 down to the present time. I do not propose 
to ask the committee to go with me through all those changes. I think it would 
be sufficient to give a picture as to what the situation is at the present time and 
let it go at that with any questions which the committee may wish to ask. 


By Mr. Knowles: £ ; 

Q. New Zealand did not try the system which Australia had for a few years 

of adjusting it up and down according to the cost of living index?—A. No, not 
at any time. I think perhaps it might be pointed out that although these 
sae payments ae ga progressively increasing payments, during the 
sslon years in it was found necessar } test 

old age pensions by 10 per cent. | 11D eee Bae a 
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of : was ; restored, while fetes on in 1935 the full 10 per cent reduction was 
restored. That was done during the depression years -at a time when salaries, 
wages, and similar payments were reduced and I think that is not without 
‘significance in terms of the question asked of Mr. Willard this morning, as to 
a the reasons were for the reduction in Australia. 
. I think it might very well be that the reason for the reduction in each instance 
‘was due much more to the economic difficulties which the country found itself 
in rather than to any scientific attempt to correlate the value of the age benefits 
to the cost of living at any given time. 
. The maximum benefit payable in New Zealand at the present time under 
“the means test program is £130 in New Zealand pounds. And it is interesting 
to note that that £130 maximum pension is the same maximum pension which - 
is eventually in 1988 payable under the New Zealand superannuation scheme. 
‘The means test program operates alongside the superannuation scheme. It is 
“to be noted that each time they raised the maximum pension payable under the 
Bcsns test program, they also found it necessary at the same time to raise the 
“asa superannuation benefit, eventually payable in 1988 under the super- 
-annuation scheme. 
____In 1938 the two of them started out at £104 per year. And a few years 
-later, during the war years, they raised that £104 per annum in the case of the 
means test pension to £117 per annum, and at the same time they found it 
necessary to raise the superannuation pension eventually payable in 1988 to the 
same amount; and finally, last year, in 1949, the means test pension there was 
Increased to its present figure of £130 per annum, and again in the case 
of the superannuation payments, that ultimately has to be paid, it was adjusted 
that it amounts to the same figure, unless it reaches its ultimate maximum 
38 years from now. 
_. Mr. Brooxss: They have had these two things running side by side? 
4 The Wirness: Yes. We come to that as soon as we get to the second part 
of the program. Now, Mr. Chairman, if I can help it I am not going to get 
into the same difficulties as the committee got into this morning in trying to 


convert values of these New Zealand benefit payments into Canadian terms. 
Mr. Brooxes: In that connection might I ask with respect to that £130, 
and the Canadian dollar equivalent expressed there in brackets, was not that 
at the time when the New Zealand pound was at a par with the Canadian 


a 
The Wirness: I am not certain as to the date of the latest change but I 


a ) Belent so far as this peneata is concerned, that we put the dollar equivalent 
j n ets epee ee each item foetal as a convenience to Heal tg we ae UY 


oud equivalent when we eine the escurpent and it is Pt66 that purpose 
a y that we SBS Ute it: 


The a eccee: No sir; so ier as I know they are not payable to anyone 
Bint to Canada from New Zealand. There are some reciprocal arrangements 
Winer oc aes and New Zealand, oe between Australia, New Zealand and 


a the present time is this figure of £130 New Zealand per annum, 
4 Bip (52 
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| Mr. Knowies: Has Dr. Davidson available the figure with respec t to 
the application of this 7-5 per cent tax and income tax with ‘respect to incomes 
in New Zealand? And, could he give us similar information for New Zeala nd 
to that I requested with respect to Australia this morning, SO that we can 
have the complete taxation figure before us? Cae 
The Wirness: We can get that for you, Mr. Knowles. | yy 
Now, alongside of this means test program is the universal superannuation 
program, which is paid without a means test and paid five years later at the age. 
of sixty-five. The act provides that that 1s payable to anyone when he is 
sixty-five years of age and has certain residential qualifications in New Zealand, | 
and that is payable without any means test whatsoever. on 


Mr. Croxu: Would you mind elaborating just a moment on the resident 
qualifications, tell us exactly what that means? | i a 
The Wrrness: There is an appendix relating to that, but roughly, it is’ 
anyone who has been in New Zealand ten years continuously and who was 
in New Zealand on March 15, 1938. For those who were not residents of New 
Zealand on the date mentioned, the qualifying period is-roughly twenty years. 
Mr. Crotu: And who has contributed to that fund over a period of ten years? 
The Wrrness: It is assumed that he has contributed. © bi wa 
The CuarrMAn: We are coming to that. ‘f gl 
Mr. Ricuarp: Does that mean that he could change from that category to 
old age pension? SS 


The Witnuss: If he is satisfied to accept the smaller benefit payable—bu 
let us go on’and I think you will see the answer to your question when you 


come to it. 


Mr. Brown: What about this good character requirement for the age-benefit, 
who determines that, what are the qualifications? «ee 


The Cuarrman: Mr. Brown, I would suggest that members of the com- 
mittee keep their questions and note them for the moment so that Dr. Davidson = 
can go on with the general relationships between the two systems, and then 
you can ask your question. Would that suit the committee? ae 

Some Hon. Members: Agreed. 


The Wirness: There is a section on that. But if the members have it 
clear in their minds that we have on the one hand a means test program and 
that the maximum pension is £130, subject to the means test, then I would like 
to pass on to a study of the other program, the other benefits. Beginning in 
1940, as a result of the Social Security Act of 1938, the New Zealand government 
began to pay to anyone sixty-five years of age and over with the necessary 
residence qualifications that have been mentioned the non-means-test super- 
annuation pension amounting to £10 a year. Now, the smallness of that figure 
is a point which probably will attract attention immediately. The New Zealand 
government in effect said “We cannot at this stage pay the full means-test-free 
pension to everyone above the age of sixty-five; we hope to do that eventually; 
we expect and intend to do that eventually; but we will build up this means- 
test-free pension gradually over a period of years and we will write into our 
act a provision that says that this £10 superannuation per annum that is free of 
means test to anyone over sixty-five will be stepped up annually at a rate,of 
£2/10 a year until eventually it reaches the original maximum of £104—and then 
It was increased until the eventual maximum was £117 and now it is £130. 1 ‘he 
present situation is that the New Zealand old age superannuation benefit will 
reach its maximum of £130, if the present program is continued, in the yeat 
1988. In the meantime it has risen in amount steadily and as of April 1 of this 
year the universal superannuation payment has risen to £35 New Zealand £ 
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eke payable quarterly. Now, no one under sixty-five years of age can qualify 
for that. Anyone under sixty-five who requires assistance is eligible only for the 
means test type of pension. All those above sixty-five years of age, however would 
_be eligible for the amount of £35 a year. If a person is eligible on grounds of age 
and residence he gets that amount, and he does not come under any means test 
program to get it. If he has additional income that does not affect his right 
to this particular superannuation benefit payment. If, on the other hand, he 
is in the lower income group and receives £35 a year and if that plus his own 
resources would not suffice for him to live,—if he has got nothing else at all 
let us say,—then that man obviously cannot live on less than £3 a month. He 
must apply for supplementary assistance, and in that case he does not draw 
his universal superannuation benefit at all, he applies for the old age benefit, 
his means are tested and if he is found eligible he is given up to the maximum 
of £130 a year, depending on his age. 
- Now, I think it is interesting to note that while the universal superannuation 
benefit has increased from £10 to £35 during the ten years it has been in 
ene the maximum, the ultimate target, has gone up from £104 in the same 
ten-year period to £130: so that they are still further away from their ulti- 
mate objective of the full universal superannuation payment in 1950 than they. 
"were in 1940 when they started their scheme. And the importance of that.is I 
penink related to the means test age benefit program because it shows that 
-you have to maintain the relationship between these two. It is the maximum 
‘required under the means test program that is likely ultimately to require 
the provision of the same ultimate maximum in the non means test program; 
and that I think is significant when we consider the cost implications of any 
combined program of this kind. 
: a we clear on that, the:primary relationship between the two, before we 
go on? 
The CHarrMAN: Are there any questions on it? 
_ Mr. Knowurs: May I ask a question in this way? It means then that a 
person with no other means at all, just to make it simple, to qualify for the 
£35 without a means test, he can do that; but if he wants more, in effect, he 
can get the additional £95 from the means test pension. 


The CHarRMAN: No, he takes the age benefit instead of the superannuation 
_ pension. 

| Mr. KNow.es: But in practice what they give him is the £130 means test 
payment. 
2 The WitNngss: That is right. Suppose he applies for the means test pension, 
and suppose that they find that his means are such that if there were no universal 
a superannuation benefit at all he would only be eligible for £20 a year due to 
property or other income. He would still be eligible for the superannuation 
benefit of £35 a year. He would be told in effect that he could not draw the age 
"benefit, that he would have to go back and take his universal superannuation 
and forget about the supplementation ‘because his means were greater get 
would justify any supplementation of the superannuation payment. 


4 The CuHaAiRMAN: This system of superannuation benefits was introduced at 
_ the same time as the social security tax was introduced? 


¥ The Witness: That is right, Mr. Chairman. Up to 1938 the means test age 
benefits, which as I say still constitute the bulk of expenditure on old age, were 
‘7 aid out of the consolidated revenue fund and it was only when they introduced 
J the specific contributory feature of a social security tax that they introduced 
“the superannuation benefit in addition to the age benefit. It was only then 
: they introduced this new feature of means test free pension—and of course it 


was set at a very nominal amount when this legislation was introduced in 1938. 
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: -cinal social security tax or contribution started off with a 5 per cent tax 
is ae plus alata fee and subsequently went up to 7 “5 per cel bi 
which is the figure now in effect in New Zealand. BIE hg 
Mr. Crouu: Subject to exemptions? . fede 5 
The Wirness: No exemptions—or practically none. eee i 
Mr. Crotu: And in that way it is different from Australia; in Australia 
there were exemptions. Bates } 4 
The Witness: Yes. There is in Australia the basic exemption of £104 a 
year, with the tax starting then at 1-25 per cent for the lower income bracke Ss 
and going up progressively to a maximum of 7-5 per cent in Australia. New 
Zealand has no exemptions of any kind, or very few exemptions. It applies at 
the rate of 7-5 per cent from the first dollar earned for the wage earner and 
7-5 per cent on income earned from investment by individuals, and 7-5 per cent 
of all net income of corporations. In the case of corporations it is not a payroll 
tax, it is really a special income tax on profits, on net income; and, as will be 
shown by a later table, most of the revenue that is derived through the social 
security tax comes from salaries and wages, something ‘like 60 per cent as I 
recall it. The next largest amount comes from personal income other tha 
salaries and wages. | 
Mr. Crouu: You refer to that on page 39, do you not? | 
The Witness: Yes, on page 39; and the smallest percentage comes from 
company income. 62-9 per cent of the revenue from the tax comes from salaries 
and wages, 23-7 per cent from other individual personal income, and 13-4 per 
cent from company income, as I described it. | F 
Mr. Know.ss: And in addition to that there would be the general income tax 
payment as in Australia. You are going to include that in the table you are 
preparing showing us how it works out? et 
The WITNESS: Yes. | Me 
The CHAmMan: With respect to the point you have just covered, is there 
any retirement condition for the receiving of this universal superannuation 
payment? oe 
The Witness: No, you can receive this universal superannuation benefit 
and you can go on working. And it might be of interest at this point if I were 
to give you the figures which show you how complete this coverage is. bee 
The CHarrMAN: I believe that this feature of retirement is quite important. 
The Witness: These figures, which I quote from the book to which I have 
referred earlier, are in terms of total population as of December, 1947, and. im 
terms of benefits as of September 30, 1948. At that time there were 156,950 
people sixty-five years of age and over in New Zealand; of those 92,258 were on 
age or widows’ benefits, both of which are means test programs; 63,814 were on 
superannuation benefit free of the means test; and 878 for one reason or another 
were not on benefit at all. Those people might be people who did not apply, and 
people who for reasons of residence or other reasons were unable to qualify 
While I am giving you that figure I might also add the figures for the sixty to 
sixty-four year group. There were on the dates I have mentioned 79,575 persons 
over sixty and under sixty-five in that group; of them 25,262 were on age or 
widows’ benefits and 54,313 were not on benefit, i 


By Mr. Ferrie: ma 


Q. Dr. Davidson, is there any other superannuation benefit scheme in New 
Zealand beside these two?—A. You mean, such as our civil service superannua 
tion scheme or private pension schemes? wos 
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Q. Yes, OAs as those operated by banks, railroads and so on.—A. I am not 
Btarmed of that, Mr. Ferrie, I am sorry to say. I wonder if Mr. Willard has 
a any knowledge of that. Mr. Willard is under the impression that there aré 
‘some voluntary schemes and some supplementary schemes, but I doubt if we 
_ have any information to indicate what the extent of special pension schemes is 
a as compared jo those in existence in our own country. 

Q. Have you any idea, or have you any information as to how they control 
that, whether they let them receive that benefit, or whether they take that away? 
—A. I think the best I can say to that is that we really have no information on 
_ New Zealand respecting private pension schemes. I am under the impression, 
and I may be quite wrong, that there is nothing like the development in New 
Zealand of non-governmental pension schemes such as we have in Canada and 
certainly nothing like the development they have in the United States. 
fg Mr. Know.ss: There was a series of articles in the Winnipeg Free Press not 

long ago—I am sorry I have forgotten the name of the author in which it was 
pointed out that there had been an increase in pension schemes providing addi- 
tional benefits. 


Mr. Ferete: Grace Atkinson mitote seh 


a Mr. KNnowzes: Well, that does not matter; but since these universal 
benefits have come into effect the tendency has been for New Zealand people to 
provide additional benefits to quite a considerable extent. 


The Wirness: And that corresponds, I may say, to the experience in the 
United States where there was, I have been informed, an increase in individual 

i Insurance coverage following the passage of their Social Security Act of 1935. 
I take it from your reference that you were speaking more in terms of personal 

e _ insurance provisions rather than in terms of combined schemes involving groups 
_ of workers and their companies or their employers. . 


Mr. Knowues: My point was that once a guarantee is provided people are 
. encouraged to add benefits. 


om OMr. MacInnis: Might I ask Dr. Davidson one question on page 14, refer- 
___ Ting to the universal superannuation scheme and the maximum in 1988? At that 
_ time the age benefit might possibly be above the superannuation benefit to 
persons aged sixty-five and over. if there any provision in the legislation to — 
4 adjust that?. 

The Witness: That is a matter of prophecy, but the statement to which 
_ you refer is based upon the law as it now stands and on the assumption that 
_ parliament of New Zealand, in the meantime will make no changes in the 
Ps maximum age benefit provided under the means test. Assuming that there are 
no subsequent changes in the £130 maximum pension as paid under the means 

test program that is a true statement. 


Mr. Croiu: But the essential situation is that you can take either the 
| 2 one or the other, whichever best suits your case, but you have the one as a 
ba result of the means test whereas the other is free. 


The CHAIRMAN: Do you qualify your statement by stating that it is 
a according to the present existing legislation? 


_. The Wirness: Yes, as the law now stands. Now, there may be changes 
in the law, but on the basis of the present legislation if it goes on without being 
amended, without any change, from now until 1988, the position then will be 
- that the universal superannuation program will automatically do away with 
age benefits subject to the means test payable to persons over sixty-five. There 
_ will remain of course the means test program for persons between age sixty and 
_ sixty-four, but there would be no persons from sixty-five years of age on in the 
_ age benefit program because they would all by that time be enjoying the 
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maximum superannuation benefit; and it would not be possible under the law as 
it stands at the present time for a person in 1988 to draw the maximum super- — 
annuation benefit and then apply under the age benefit program, on the ground | 
the superannuation grant of £130 is less than the maximum Income allowed — 
under age benefit. That is provided in the legislation. Does that satisfy your 
point? ‘ ) Ras Nee a 
Mr. MacInnis: It is not important, but I am fairly familiar with the New — 
Zealand security legislation, and I do not see how he could avoid the means test. — 

The Wrrness: Well, I suppose it would not be impossible for a man to | 
insist on being means tested. I do not know how many would avail themselves 
of that privilege. ; ‘cg 

Mr. MacInnis: But the means test gives him the maximum amount pay- _ 
able, £130. a 

The Cuamman: That would be the case if the present legislation were 
changed, but what Dr. Davidson has said is based on the present legislation; 
that that is what would happen. ae 

Mr. Crouu: It would be possible from past experience. One could easily 
see the possibility of this amount not reaching its maximum in 1988. It is quite 
possible, theoretically, that there might be two, three or more changes made — 
before that time. It may be in the next century before they actually reach — 
their limit. s 

The CuarrMan: It all depends. a 

Mr. Crouu: You see, during the last ten years they have made three changes ‘ 
in that act. 

The Witness: Yes, they have brought about three changes in the past — 
twelve years. As a matter of fact every time a change has been made in the _ 
means test program they have equated the superannuation benefit maximum; ~ 
and when you consider that the full implications of this program are not yet 
realized in the terms of current expenditures it may be well to keep in mind — 
at least the possibility that there are two ways in which that £130 maximum 
in the superannuation scheme can be adjusted; one of them is up and one is down. — 
; ee Cron: Yes, I was thinking of the up; but go ahead, we are interested — 
in that. a 

The Witness: I am simply pointing out that under the universal super- 
annuation program as it stands today, paying only £35 a year out of £130 that 
is little more than 25 per cent of the actual ultimate cost per individual. The — 
cost of that program combined with the age-benefit program was in 1949-50 
somewhere around £17,545,000 annually, which is already 56 per cent of the 
total revenue derived currently from the 7-5 per cent social security tax In 
1988 the cost of the universal superannuation scheme, even if you do not assume 
an increase in the numbers of persons age sixty-five and over, will be almost 
four times what it is today. This will be offset of course by the savings in the 
age benefit program due to the transfer to superannuation of all persons 65 and — 
over. But it will still require an amount to pay the universal superannuation — 
benefit alone that is substantially greater than the total expenditures now bein 
made on age benefit and superannuation combined. Unless revenues derived — 
from the social security tax increase proportionately, age benefits and super- 
annuation payments will continue to take an ever increasing percentage of the 
revenue from this tax. Now, add to that the inevitability of a larger number 
of aged persons—and from 1936 to 1945, the percentage of persons sixty = nd 
over increased from 10-42 per cent of the total population to 13-83 per cent 


of the total population—and you will find that the 1988 cost of the universal 


a 


aa or OLD AGE SECURITY 209 


‘superannuation benefit plus the continuation of means test benefits for those 
~ 60 to 64 will be considerably greater than it is today and such as to require 
a very high proportion indeed of the total collections from the social security 
_ tax revenues. 
\ ¥ Now the assumption, of course, is that productivity will increase, that 
_ population will increase, that the national income will increase and that the 
eo enues from the social security tax will progressively increase and keep pace 
_ with both the increase in cost as superannuation payments build up to a maxi- 
os and also the increase in the number of recipients. That is the assumption, 
“but the point to note is that it is an assumption that, if I may put it this way, 
7: been embedded right in the New Zealand legislation itself; and they have 
made this assumption without considering it necessary to build up any actuarial 
"reserve or even any large contingency reserve as in Australia as a hedge against 
that assumption not being realized. I confess that I am not clear in my mind 
~ as to what will happen if this double increase in the size of benefits and in the 
number of persons who benefit keeps pyramiding costs through a period of depres- 
sion just at the time when the revenues contributed by the Social Security tax 
will be most likely to decline. The deficit would presumably have to be met 
_ by increasing the amount of government contributions. But this would be the 
Bvery time when productivity would be on the decrease, when the national 
‘income would be declining and when government revenues would be least able 
to meet this steadily increasing financial burden. Now, I am not an economist, 
and frankly I am not familiar enough with the New Zealand economic situation 
_ or their long term forecast to be competent to express an opinion on what might 
_ happen at any time between now and 1988. 
~ Much of the same uncertainty probably exists in terms of any country, 
but I think the thing you need to note about New Zealand legislation, the thing 
_ which is signficant is that the legislation itself guarantees at the present time 
hese steadily increasing amounts to a steadily increasing number of people, 
al yand that it assumes on the other hand without building up any actuarial reserves 


“ assumes that the revenue will be available from year to year to meet those 
steadily increasing costs. 


By Mr. MacInnis: 
as Is is not true that the increase is only a ee of the sees amount, 


a price as well as So esti in volume? If prices were i fall and national 
income were to fall as well, I think the volume of productivity might be the 
same as it was before, but the benefits would have to be reduced?—-A. That was 
certainly the experience of both New Zealand and Australia in 1932. But the 
= is that the annual increase of the universal superannuation benefit, is 


By Mr. Croll: 
Q. aatbeat you have said now, and [ think in answer to that question, 
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Instead, under this pay-as-you-go basis you have this escalator. clause 
which guarantees in the law a gradual increase in the Superannuation bene fits 
payable to a steadily eS of people; so I think this introduces con- 
siderations even more weighty. re oe ei 
: Q. Dangerous might be the word.—A. It is one thing to adopt on Old Age 
Security program involving payment of a flat amount to each eligible person, 
when you know that the population is going to increase. Even that involves 
one variable. But at least. you set benefit leve! ewhich is fixed at the moment 
and for some time to come; it is likely to be a kind of benefit which 1s reasonably 
adequate on at least a minimum basis, although we know there are going to be 
differences in the adequacy of this flat benefit for different individuals in dif-_ 
ferent circumstances. reer 4 

We may, under such a program, set up a financial structure either from 
a contribution or a revenue point of view adequate to carry such a benefit rate 
as the population grows. Kirt e 

That is one thing. It is another thing to do as they did in the United 
States, to start a small insurance benefit and build up actuarial reserves which 
will take care of the greatly increasing benefits in years to come. But that, in 
turn, is a completely different thing from what they are doing in New Zealand, 
in adopting a pay-as-you-go scheme without any actuarial or contingency 
reserves. This legislation guarantees that the amount of, benefit will increase 
over a long period of years, and yet there is not provision for meeting these 
higher costs in later years either through an increase in rates of contribution, 
or in the establishment of an actuarial reserve. That to my mind is the principal 
distinctive feature of the New Zealand legislation and it raises at least some 
theoretical questions as to how a program of this kind is going to go through a 
period of declining national income and how it is going ultimately to be financed 
on a year to year pay-as-you-go basis when it arrives at the ultimate maximum. 

Q. I expected you to say that these people have had a longer experience 
than any other people with the exception of Denmark in what we know as the 
civilized world in this particular line of social service——A. That.is quite correct, | 
with respect to means test pensions. . . 

Q. Yes; but in the general social security program they have this back- 
log of experience and they are now applying it in the light of their experience.— 
A. Yes. . ee 


- 2 


By Mr. Laing: : a 


_ @. Would their success depend on whether they increase their national 
income by 1988?—A. Yes, but I should of course repeat that to some extent 
these magnitudes of future cost are offset by the fact that as your superannuation 


benefits build up, the cost of means-test age pensions declines to some extent. is 


By Mr. Ferrie: 

Q. Is there a stated amount for it to go up each year? 

The CHArRMAN: Yes, and it is £2 10s. 

Mr. Ferrie: It is in the Act and they cannot increase it themselves? | 

The CHairMAN: Yes, it is in the Act. On general principles it is a system 
of pay-as-you-go, a universal system without means test, and it applies to all 
people 65 and over. Is it correct to assume that if there is one person of 65 and 
over in a given country for every six gainfully employed, those who are gain- 
fully employed have, in theory, to provide among themselves for the cost of 
the pension which is paid to the 7th man, theoretically? a 

The WITNEss: Your question answers itself, I think. The only produ tive 
elements in the community are the six you are referring to. Roy 
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The CHAIRMAN: Yes. 


: The Wrrness: The means of living of the seven have to be derived from 
= "among the six people who are productive, and only those six people. 


By Mr. Croll: | 
Q. Is the ratio of six to one a proper ratio?—-A. Oh, I am only ares it. 


e 


By the Chairman: 


Q. Would that be about correct for Canes: that six to one of those 
_ gainfully employed? I mean six to one who are 65 or over?—A. No. There 
are at the present time about 1,070,000 persons 65 or over in Canada and the 
_ total population of Canada averages around 14 million from which you have 
_ to deduct the children and the dependents and wives. : 
. Q. What about the gainfully SED Seu The - labour force now runs 
around five million. 


By Mr. Croll: 


Q. 5-2 million—A. That includes, however, a substantial number of persons ~ 
- of 65 and over. 

bi Q. Yes.—A. So I would simply say that the ratio between fe 65 and over 
_ and the gainfully employed is lower than one to six which you mentioned. 
I would not like to give any exact ratio without doing some pencil work on it. 


. Mr. Laine: How can we say that no person makes any contribution? 
_ * The Cuatgman: I am not saying that he does. 
Mr. Larne: Well, you say that six look after one. 


The CHAIRMAN: I am only assuming that of the gainfully employed there 
is only one who would not be paying social security taxes. 


a 


a Mr. MacInnis: Not the total labour force which Is gainfully employed; 
| they are productively employed. 


¥ The CuarrMan: It is an important feature that there are only five people 

who will pay taxes to pay for the pension of the sixth one, for instance. And 

_ if you have a $50 pension per month without a means test payable to everybody 

_ of 65 and over, that means that on the average one would have to collect only 
for Old Age Pension purposes $10 per month from each of the five. 


* By Mr. Knowles: 

q @. If you are trying to say that the five out of the 14 people who are 
employed are productive of the wealth out of which those who are not produc- 
Ne employed live, then you say that the five produce for themselves and 
for the other nine, the other nine including the old people, the children and 
_ the wives. ) 


The CHarrMan: Yes. 
q Mr. Knowtes: Well, I would like to put a word in for your wife and my 
_ wife and suggest that they, while they may not take home a pay envelope, 
are working as part of the picture as well. So it is not just the 5 million of 
- the labour force who are producing the wealth. 
Mr. Larne: I hope not. 
The CuHarrMan: I am talking about the gainfully ee and those are 
_ the ones who pay the taxes. 

Mr. Know es: Well, suppose you argue it out with your wife. 

__ The Cuartrman: I am not arguing. I simply point out some facts which 
a believe the members of the committee should keep in mind. 
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In fact they are encouraged to continue making their contributions. That is 
interesting aspect. ' ‘ tg ay 

: ceca oe. and I do not believe any member of the committee : 
would try to discourage people of 65 from continuing to work. : a 
Mr. Cro: In the light of what you say, you have to consider the North ~ 
American atmosphere. It is not so much what you and I might decide here — 
as to whether or not a man should work. But the United States has decided — 
that 65 is the retirement age and they have written 1t into their laws and the ~ 
result is that it influences private employers, and it influences us In this country, — 
and there is nothing we can do about it except fall in line with it. But it does — 
not affect them in New Zealand in the same way at all. a 
The CHARMAN: I believe I have been giving the committee a very bad Rf 
example and that I am getting out of line completely. I believe we should get — 
back to New Zealand. j 
An hon. Memser: Something seems to have been proven that you did not — 
want proven. a ‘i 
The Witness: Mr. Chairman, at the top of page 2 you will see a list of the 
benefits paid under the means test basis and those paid under the non means © 
test basis; and the latest information from New Zealand shows that we should — 
eliminate the reference in line 5 to the “Maori War Benefits”. The last veteran — 
of the Maori war died last year. | a 
| z; 

By Mr. Brown: | - 

Q. Could I ask, since you have brought up the question of the Maori 
veterans, if the Maoris benefit under this universal superannuation pension — 
scheme?—A. Yes. ; : . | ia 
Q. They will benefit the same as the other residents or citizens of New — 
Zealand?—A. That is right. an 
Q. Thank you. “ae 
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By Mr. Ashbourne: 


Q. Would Dr. Davidson care to mention anything about the civil servants — 
of Australia and New Zealand in regard to the plan? I presume they do not come — 
into this plan at all—aA. Yes, sir, they do, but I am not certain, or informed — 
as to whether in addition to this there is a superannuation plan for government — 
employees similar to the one we have in effect in Canada. Iassumethereis. 

Q. And they would pay 74 per cent tax as well—A. Oh, yes. ie 


By Mr. Ferre: | a 
Q. Do they take in a provision for total disability?—A. Under the invalid — 

benefit, but not under the age benefit because there is some transferability from 
one benefit over to the other at age 60 or 65. . Ex’ 
Q. Supposing there was an accident and a person got totally disabled in 
that accident, would this scheme take him right in?—A. Yes. That comes © 
under the invalid benefit clause. oy 
Q. Without a contribution or anything else?—A. He would have been 
making his social security contributions of 73 per cent right along and he would — 
continue to make his contribution of 74 per cent if he had any income; and © 
that benefit is paid under a means test. a 
| Q. Suppose he never did make any contribution?—A. The New Zealand — 
system does not call for any co-relation between prior contributions and the right 
to benefits. In other words, it is assumed under the New Zealand scheme that 
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she tax iitleckte has fae tte up with everybody, and it is not the practice under 
their law for them to say: before we pay an invalid benefit we will check back 
_ on your record to find out whether there is proof of the fact that you have paid 
- your contributions over the years that you should have paid. They assume 
_ that. It is implicit in their program. 


‘a By Mr. Richard: 
Q. What is the date from which it starts?—A. I think it is from age 16. 
_ Like most of the cash benefits in New Zealand the invalid benefit is payable 
_ subject to the means test. 
€ I would like to hurry on and to get through the rest of this introdueiaey 
_ section which I think simply gives the economic background and the general 
_ background of the country and come to the section marked “Age- Benefit”, 
- which is a section we have not yet dealt with. It is on page 6. 
You will note at ‘the bottom of page 6 the figure as of September 1949 show- 
ing the recipients of the means test benefit and the total cost involved; with 
~ 115,299 recipients on that date there is an estimated actual cost of £15,350,000 
as the cost of the means test benefits for the fiscal year 1949-50. You will note 
the substantial percentage that this means test old age security program rep- 
_ resents as a proportion of total expenditure from the social security fund. It 
oo approximately 4 4 of the total benefits paid from the social security 
fund. I think that is significant, as an indication of what percentage of the 
total 74 per cent contribution is necessitated by the old age security program, 
© although it is not of course directly connected with the old age security pageeihe 
? * as distinct from any other aspect of the program. 
Now we come to tthe section “Income Qualifications”. 
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By Mr. Knowles: 


Q. Just roughly speaking, would it be fair to say that about 33 per cent 
of that 74, per cent tax is what is being paid for the old age part of the program? 
4 —A. No. These figures here do not include the superannuation benefits at the 
- bottom of page 6, but they do include tthe point I mentioned before, the super- 

_ annuation benefit in respect to these people who are drawing the age benefit. 


The CuarrMan: Are we ready now to go on to “Income Qualifications”? 


ax 


4 By Mr. Knowles: 
4 _ Q. Is there any place where you show the figures as to what the total age 
benefits of both kinds of means test and of superannuation amount to in 
- terms of a percentage of the total amount spent on social security? 

The CuHarrMANn: I think I have seen a graph over on page 19. 


4 By Mr. Knoules: 
a Q. In other words, I am trying to get at what I referred to a moment ago: 
can we have a rough idea as to the proportion of that 74 per cent which New 
By cilanders are paying for their old age pensions?—A. If you will look at the 
_ graph before page 20, the graph there shows that out of the total in the fund, 
£99-3 per cent was paid out for age benefits and 4-2 per cent was paid out fe 
‘M _ Superannuation benefits. Therefore the total amount of 33-5 per cent of the 
_ total in the fund was paid out for age and superannuation benefits, but since 
_ the balance in the fund was 11-7 per cent, the combined age program repre- 
sents probably nearer 40 per cent, I would say. 
You will find again on page 37 figures which I think are nearer to what 
you want. 
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In the vear ended March 31, 1949 means test age benefits cost £13,790,97 Te 
while the typere superannuation benefits cost £1,850,079. i The tot: | would 
be about £154 millions. That should be taken in relation to the total expenditure | 
of £42,997,037 for all forms of social security pension; so it is roughly 38 per cent 
f the total spent for social security. | aan a Se 
: Q. So I se right. back to where I was. It was about 25 per cent of the 
taxes, or it roughly represents what they are paying for the combined old age — 
protection which they have at the present time. 3 | , 
The Cuatrman: At the present rates. : : 
The Wirness: Yes, at the present. . | ie 
Mr. Knows: And the other five per cent is to cover the other points 


that are included. 


By Mr. Laing: 3 “a 

Q. I wonder if Dr. Davidson would make some observations on the tax 

of 74 per cent on wages, incomes and salaries? Have you the experience og 
other countries, and is that high? It seem to me high—A. I might point out 
that the original tax was on a 5 per cent rate plus a registration fee. At that 
time, however, the family allowance in New Zealand was paid subject to a 
means test, and it was only in 1946 that they lifted the means test from the 
family allowance. It was at that time—and I speak subject to correction— — 
that they increased the 5 per cent to 74 per cent. * | ae 
We shall have occasion as we come to other countries to give comparative — 
ratios. 
Q. Could they not be brought together?—A. Just to keep them together 

at this point I would say that you can take three countries, for example, — 
Australia, New Zealand and the United States and. get some relationship there. — 
Australia under its social security tax legislation exempts the first £104 

to start with, but levies above that for social security purposes 14 per cent rising — 
to a maximum of 74 per cent. And in addition to that there is a payroll tax — 
of 25 per cent. Incidentally incomes above the £104 level are taxed from the 
first £ of income. ong 
New Zealand on the other hand has a comparable range of social security — 
benefits, levying a 74 per cent social security contribution on all income from 
the first dollar earned without any exemption such as in Australia, but without 
any progression in the tax. It is just a 74 per cent contribution and it applies 
not only to a personal income but also to net corporation income. It does not. 
levy a payroll tax. ad 
The United States on the other hand—but before I speak of that, I should 
say that Mr. Knowles has assisted us to work out the proportion of that 74 
per cent contribution which is related to the old age scheme—and it can be said 
to be of the order of 24 per cent. The United States for old age insurance alone 
apart from means test pensions, is limited in its coverage to 34 million wage 
earners out of a total of 60 million labour force in the United States, and it has 
been levying since 1935 a 1 per cent tax on its wage earners and a1 per cent 
tax on the employers; and that has, beginning this year, been increased to 14 
per cent for wage earners and an equal amount for employers. | ts 


» 
By the Chairman: i. 
_ Q. For old age pensions alone—aA. For old age and survivors insurance 
alone; and on an insurance basis free of the means test, with the amount of 
benefit calculated on a semi-actuarial basis. That amount of benefit is going 
up to a figure more nearly approaching adequacy as the years go by. There is 
a modified actuarial reserve involved in the scheme. + aa 
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By, f Croll: Ha. eye Park RR he a | 

% Sys “May I suggest one Nhine?: I am very math iherested It occurs ae me 

hat by the time we finish the United States system, it would be well if the 

d c tor would provide for us a composite picture of how they differ, where they — 

ree, and the main points so that it will bring to the fore all those arguments 

that we have been having right along—A. You want the highlights? . 

BAI 68.2.2] 

e- Mr. Firemrinc: In the form of a table. | 

Mr. Crotu: Yes. A table, because there will be three systems to be con- - 

_ sidered as well as our own. ig Se Ne 
_ The Wrryess: And what about ‘hie United Kingdom as well? : 
Mr. Crow: Well, the United Kingdom, you can give us the highlights of it. 

> Mr. Larne: When are we going to get down to some discussion about pro- 

viding a pension scheme in Canada which is qualified perhaps by outlook towards 

industrial pensions, which do not apply so much in New Zealand but which ~~. 

could certainly apply in Canada? Vee 

The CHarrmMaAn: We can do that right after we have finished with theses eae 

foreign countries. We shall go on tomorrow with New Zealand. We have gone 

over the general principles and we shall try tomorrow to get in more details so, 

4 Btls, we can finish it by tomorrow night at 6 o’clock. 

Mr. Knowues: Once we get these income tax tables which I asked for, it 

see ems to me that New Zealand would be pretty well covered. I think the doctor 

fir nished it before we got to page 2. I think we really had the whole picture. 

3 ' The Cratrman: Well, we shall go on tomorrow at 4 o’clock in this same 

moO, | < 


> 


= At 6 p.m. the nea ee adjourned to meet again tomorrow at 4 p.m. 
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~ MINUTES OF PROCEEDINGS 


WupNespay, April 26, 1950. 


, The Joint Committee of the Senate and House of Commons on Old Ages . 
Security met at 4.00 p.m. Honourable Senator J. H. King and Mr. Jean Teeaey, 
MP., Joint Chairmen, were present. Mr. rar presided. 


‘ 
ere ne 


cs Also present: 


The Senate: Honourable Senators Burke, Doone, Farquhar, Ferland, i 
| Hurtubise, Vaillancourt. yh 


s The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 
Brooks, Brown (Essex West), Cannon, Corry, Courtemanche, Croll, Ferrie, ; 
Fleming, Homuth, Knowles, Laing, MacInnis, Macnaughton, Picard, Pinard, 
Richard (Gloucester), Robertson, Shaw, Smith (Queens-Shelburne), Weaver, 
Welbourn. 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare. * 


Dr. Davidson was recalled and further examined on the Old Age Income — 
Security Program in New Zealand. 7 


m At 6.00 p.m. the Committee adjourned until Thursday, April sat at 
11.00 a.m. 
q R. ARSENAULT, 

Clerk of the Commuttee. 
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ee MINUTES OF EVIDENCE 
P oy House or ComMMons, 


April 26, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security met this day at 4 p.m., Hon. Senator J. H. King and Mr. 
J. Lesage, M.P., Joint Chairmen were present. Mr. Lesage presided. 


The CHaiRMAN: Well, Gentlemen, we shall come to order. We have a 
quorum. When we adjourned yesterday we were studying the Old Age Income 
_ Security program in New Zealand. We were anon to come to page 7, to the 
- chapter entitled “Income Qualifications”. 


i 


os Dr. G. F. Davidson, Deputy Minister of Welfare, bed 

The CHairMAN: Do you wish to make any additional comments, Dr. 
- Davidson, or would you like the members of the committee to ask you questions 

ba paeht away? | 

4 The WITNESS: With your permission, I would like to make two brief 
corrections, Fai 

4 Mr. Freminc: Mr. Chairman, may I ask one question arising out of this. 
"introductory part? 


The CHAIRMAN: Please go on, Mr. Fleming. 


By Mr. Fleming: 


@. I wonder what information our department here phtaine as to the way 
in which the system works out down there? I am speaking not of the statistical 
| information but of other information you have here which may be coloured by 
opinions, perhaps; but is there any information which obtains here as to the way. 
in which the systems. are functioning i in New Zealand?—A. We obtain informa-_ 
_ tion in a variety of ways. In the first place we have reports sent to us from. 
I time to time through the office of the Canadian High Commissioner in New 
Zealand. Secondly, we are in fairly close touch with the New Zealand High 
Sommissioner’s office here in respect to information ; and perhaps our most 
important source of information particularly in respect to New Zealand is the 
me contact we have established with the chairman of the Social Security Commission 
ba New Zealand who has been in Canada within the last five years on at least two 
occasions. 

7 _B. W. Waters is the chairman of the Social Security Commission of New 
| Ze aland and on both of his visits we spent a considerable amount of time 
together, and I got details from him as to how the program operates in New 
Zealand. 

% - That, as you yourself have said, and the other sources of information that 
we have, are perhaps somewhat subjective, but we have been able to get the 
Yeol of the administration and the way in which the program operates to a 
fairly reasonable extent. 
__._ So far as Australia is concerned, we ourselves (back in 1946), invited 
} Mr F. W. Rowe, the Director- -General of Social Services in Australia to come 
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Bn Resse i 
over here for an extended period of consultation and we went with him into t 1e 
details of the Australian program at that time and got a good deal of informa-_ 
tion from him through the process of direct consultation, 

That sort of information just does not come out in Annual Reports or in 
documentary materials that may be sent forward. So through those contacts, 
plus similar contacts with the United Kingdom people and with the United States — 
people, we endeavour to get some idea of the way im which the program — 
operates as well as the bare facts that we get in annual reports and other — 
documents. | : a 

Q. Are you prepared to give to the committee the benefit of your impressions — 
derived from those contacts as to the administrative problems in the way of 
any serious difficulties which have developed in the functioning of the scheme 
down there apart from what has been done in the brief?—-A. I could give perhaps — 
a few useful comments on the various program, but I must add that I think | 
that the information which I would have along those lines is conditioned to — 
quite an extent by the point of view of the person with whom one consults. Ne 

We have discussed with Mr. Waters certain of the problems which he faces — 
in New Zealand; and the impression we get from him is that the New Zealand © 
programme is one which is pretty adequate and satisfactory for the people of his — 
country. Likewise Mr. Rowe of Australia conveyed that impression to us so far 
as the Australian people were concerned. But I cannot really say, Mr. Fleming, — 
whether impressions of this kind would give the committee any additional help 
towards the problem they are seeking to solve. , a 

In one country the means test program may, because of the relative 
generosity of the means test, turn out to be relatively satisfactory or acceptable 
to the people; while in another country, because they have a system which 
proposes abandoning the means test, that system to them is a more satisfactory — 
system. | a 

Q. I take it then from the point of view of reference to the system they are © 
administering, that they have not found many serious quirks or difficulties in 
the system; but their opinion as to a difficulty might be of some value. I am 
not thinking so much of their opinion from the general point of view, but rather — 
from the point of view that they may have found some serious difficulties in — 
the system that may be of some help to us——A. I can give you one example, — 
perhaps, as an illustration of the kind of thing you are looking for. One of © 
the questions which is always with us, and which has always intrigued me 
about New Zealand is related to the basis they have for financing their social 
security program on the basis of social security taxes. According to the 
arrangement which they have in effect it is assumed that everyone during the ~ 
course of his lifetime has been caught by the tax collector for his social 
security contribution, and is therefore eligible for benefits. 

That distinctive feature of the New Zealand program makes for simpli-’ 
fication of administration because there is no administrative problem involved 
in trying to tie up past records of contributions with the question of eligibility 
for benefits. 7 

IT have often wondered and asked myself the question from this distance: 
whether or not there is a substantial amount of evasion of social security contri- 
butions in New Zealand. I asked Mr. Waters his view of it, and his view, as I 
recall it, was that there was relatively little evasion. But he was speaking 
from second-hand information in making that statement because the collection 
problem is handled not by the social security commission but by that department | 
of the government which collects the income and other taxes. ~ 7 

But he went on to point out to me—and this I think is the most interesting 
part of this point—that the very nature of the country itself, the small size of 
the country, and the fact that almost half of the population are concentrated in 
four large cities, and the accessibility of the people to the more central cities 
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-and areas—that that of itself makes possible certain devices in the way of tax 
collection or contribution collections that might conceivably not apply with 
- equal ease or to the same degree in a country such as the United States or 
_ Canada, where the population is more widely dispersed and there are far regions 
to which individuals might go for the purpose of avoiding their obligations under © 
the social security contribution. 
That is just an angle which I think is significant in terms of getting these 
shades of effectiveness as between the various programs as they are applied 
- in their respective countries. . 


reasons why Australia under Prime Minister Menzies had placed upon its 
statute books in 1938, I think it was, what I describe as an orthodox contributory 
old age insurance program involving contributions from the individual, from 
_ the employer, and from the state. We were interested to know why, having 
put that legislation on the statute books, the succeeding Labour Government 
_ left it there without taking any action on it, but continued to operate, and 
_ apparently to prefer the continuation of the means test program; and in fact, 
in 1948, since Mr. Rowe’s visit to our country, it repealed the original contrib- 
utory insurance enactment. 
One of the reasons for that was possibly that there was a change of govern- 
Ment with a different point of view on this question. But I think the more 
‘significant fact to note from our point of view was that this retreat from the 
_ orthodox contributory insurance approach took place at a time when other 
es such as the-United States were embarking upon a contributory 
insurance approach, even at a time when we in Canada were discussing and 
- considering it pretty seriously. 
_ The point of view which seemed to be held by a substantial number of 
- people in Australia was that this was not the kind of approach that they 
wanted to adopt towards old age security. I think it is quite clear that the 
former Labour Government of Australia—which has just left office—for some 
reason preferred the continuation and improvement of the means test program 
rather than the contributory insurance program; and at least one of the 
-_ reasons for that, so far as we have been able to determine, was, in the view of 
_ the former Labour government, the effect of this so-called tri-partite distri- 
bution of costs. 


; Now when Mr. Rowe was here, we went into some detail with him as to the 


% 


By Mr. Croll: 

Q. You are now talking about Australia?—A. Yes, Mr. Croll. And as I was 
_ saying, the effect of this so-called tri-partite distribution of costs was not, in 
their view, to spread the costs equitably as between industry, the workers, and 
- the government. It was rather, in long run terms, as they saw it, to load all 
three portions of the cost on the individual consumer. This was the viewpoint. 
of the government to which I referred. The individual paid his own contri- 
bution. The industry passed on their share of the contributions in terms of 
increased costs of the product, and the government got its one-third of the 
— contribution out of the individual taxpayer anyway. That was the point of 
_ view which seems to have been held so far as the Labour government in Australia 
was concerned. Rather than do that, they preferred to continue on the basis 
of a liberalized means test program and to have it financed from a special 
social services contribution imposed directly on the individual himself, and on 
payrolls. 
As they find it possible, in the course of years to relax the means test, they 
do so; they may, in deed, over a series of adjustments, relax the means test to 
& point where it becomes meaningless, and eventually be able to abolish it. But 
“they prefer such an approach to an orthodox contributory insurance approach 
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that was envisaged in the law passed In 1938 by the government which as 
replaced by a labour government, the government which is now back in power. 
I cite this as an example of the kind of local colour as to problems in — 
Australia and New Zealand that we were able to get through these contacts; — 
but I am not sure that I can help you much more.in terms of providing other 
illustrations of the kind of thing that you want. me . mie. 
By Mr. Shaw: . a 

Q. May I ask Dr. Davidson if Mr. Rowe of Australia commented upon the 
reason for maintaining the means test when an individual was buying his — 
security through a levy placed upon him? What I have in mind is this: today, 
of course, you can go to an insurance company and you can buy a policy. It — 
does not matter whether you have a million dollars or not. So long as you — 
qualify for the benefits under that policy, you will be paid. a, 
I wonder if Australia may have given any reason for maintainmg the means 

test under a scheme where they charge an individual for the protection which 
was levied upon his income?—A. I would not like all that I have said in this” 
general way to be attributed specifically either to Mr. Rowe or to Mr. Waters — 
because I am speaking, as I recollect it, of conversations? which took place two — 
or three years ago. I do not recall that Mr. Rowe made any specific comment ~ 
on your point. My own interpretation of it would be that there is at least the - 
hope in the minds of the Australian authorities that having established the — 
contributory base for the program, they will be able through a succession of © 
steps to relax the means test and to get as far as they can along the road to- 
the abolition of the means test as quickly as possible. a 
But I had occasion a couple of years ago to read some of the policy declara-_ 
tions of the Labour Party in Australia. At the time the Labour government 
was in power. In the development of their party platform they went on record © 
as favouring the progressive elimination of the means test from the present 
programme through a series of five successive steps. Those five steps were 
outlined in their platform and in their program, so that one can see from 
that, perhaps, as at least a partial answer to your question, something of what 
that particular party had in mind as a justification for basing their old age 
pension on a contributory principle on the one hand while still retaining for the - 
time being at least a degree of means testing in respect to benefits. What the 
policy of the present government in Australia will be——the government which — 
passed the original contributory old age insurance Act, and which is now back _ 
in power—I do not know. se 
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By Mr. MacInnis: oY 

Q. Is it not a fact that the Australian Welfare Fund or the Old Age Pension | 
part of it is not on a strictly insurance principle or really not on an insurance 
principle at all, although there is payroll contribution? If it was on the neue 
ance principle then obviously the lower income wage and salary brackets would 
be able to purchase a much smaller old age pension than those in the higher 
brackets; so the thing is met in general by a contribution from various sources? 
—A. That is correct. Now, Mr. Chairman, I would like at. this point to clear 
up one point in the evidence yesterday with respect to Australia. I think 
Mr. Willard made the point that the first £104 of individual income for a single 
person was not subject to the social security tax beginning at 14 per cent. in 
Australia. That exemption applies so far as people having an annual income 
of less than £104 per year are concerned; but. like our national defence tax 
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By the C haennsane: 


- -Q. That is to be found on page 18 of the Ade palini material also, Doctor; 
a and I believe now we can carry on with “Income Qualifications in New Zealand”. 
~ —A. Might I also, Mr. Chairman, clear up two additional points. I must 
confess to two errors that I made yesterday afternoon as well as the one error 
which Mr. Willard made in the morning. I have taken the liberty of correcting 
those errors in the testimony itself but I do not want the members of the com- 
mittee to think that I was covering up on these points. 
- I led the committee to believe yesterday that so far as the universal super- 
_ annuation payment was concerned in New Zealand it was subject to a character 
qualification. The character qualification applies only to the means test age 
benefit and not to the universal superannuation benefit. 
The more important error which I made related to that portion of the 
_ discussion in which I was trying to project the ultimate costs of the universal 
superannuation plan in 1988 and establish a relationship between the ultimate — 
_ cost of the universal superannuation plan and the revenues that are derived from 
social security taxes. 
I made the mistake there of projecting those costs to 1988 on the basis of 
__ the combined present costs of the age benefit and the superannuation benefit. I 
' should, of course, have projected them only in terms of the present costs of the 
superannuation benefit, taking into account the specific degree to which present — 
expenditures under the age benefits are wiped out as the amount of superannuation 
benefits increase from year to year. 
I would therefore ask the committee to take the record as it will appear in 
printed form as being the correct statement of the facts rather than the less 
accurate statement that I gave you yesterday. 


By Mr. MacInnis: 


Q. The printed word rather than your word?—A. Now, Mr.-Chairman, I 

_ looked over this New Zealand material last night and I came to the conclusion 
_ that Mr. Knowles was just about right when he said in yesterday’s meeting that 
~ I had just about given you everything before we got to page 2. But there are 
~ some points respecting this question of income and property qualifications which 
I feel should be brought to the attention of the members of the committee. 
I said yesterday and I repeat today that at least as I see the comparisons, 

the only substantial difference which in any real way affects the application of — 
_ the New Zealand means test programme in that country and the application of 
_ the Canadian scheme in this country is the question of age. 
. So far as means test features are concerned, residence features and any other 
- points of this kind, there are undoubtedly differences as between the New Zealand 
_ provisions and the Canadian provisions. But those differences so far as I have 
been able to analyse them for myself are differences of detail and they are not 
substantial differences which affect in any over-all way the operation of the 
| _-program. 

= Anyone who studies in detail the application of the means test provisions 
ean find, if he wants to, a number of points at which the New Zealand means 
ae test formula is perhaps more generous than the Canadian. 
- I am equally satisfied in my mind that he could find an equal number af 
- points where the Canadian means test formula is more generous than the New 
__ Zealand formula. I do not think it is possible to go beyond that in terms of any 
over-all conclusions as to which of the two are on an over-all basis more generous. 
: - LT would therefore propose with the committee’s consent to outline the income 
and property qualifications and to show how they operate. First of all, so far 
as the income qualifications are concerned, you will recall that the maxirnly 
pension payable is £130: per year under the means test. program. 
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A person on means test benefit can have an income annually as defined - 
under the New Zealand law of £78 a year without any diminution of his benefit, — 
that is, if he is single, so that he is allowed a combined pension and allowable ; 
income amounting to £208 a year, as you will find in the table in page 8. 1 should 
point out in passing that this figure of £78 has only very recently, been increased z 
from £52. This booklet I have in my hand entitled “The Development of Social — 
Security in New Zealand” and dated 1950,, still shows the allowable outside — 
income figure for a single pensioner at £52 per annum. "3 i 

Perhaps I had better give the Canadian currency equivalent to the figures J 
civen there with the same reservations that I mentioned, yesterday. £130 actual | 
benefit amount to about $401 at the current exchange rate. £78 annual allowable 4 
income amounts to about $240 approximately; this was until very recently £52 ; 
or $160; so that the total of benefits and allowable income of £208 amounts to d 
approximately $640 per annum for a single person. At) 

In the case of a married person, where only one of the two spouses is eligible, 
the maximum pension for one of those persons is. the same, £130 or $401. q 

The allowable income is the amount that you get for the single pensioner, £78, _ 
plus an extra allowance of £130 which is regarded as allowable income with respect — 
to the spouse not on pension. So you would get a total allowable income of £208 ~ 
or $640, and that makes the total maximum pension plus allowable income for a 
married person of £338 or $1,040. The situation where both married persons are — 
eligible is the exact double of the situation with respect to single persons so far 
as pension is concerned but the allowable outside income in this case is only £78, — 
the same as for a single pensioner. 4q 

Now, I should point to one important feature of the New Zealand program — 
in so far as it affects, for example, a man who is let us say sixty-four years of — 
age and a wife who is under the age of eligibility. In that situation strictly 7 
speaking under the law the man is eligible for pension and his wife is not eligible — 
for pension: but there is a provision in the New Zealand Act which permits the — 
New Zealand Social Security Commission to exercise its discretion and to pay — 
the benefit to the wife as though she were of cligible pensionable age. That is — 
an important provision and while we have not been able to get any official, 
information as to the numbers of occasions on which that discretion is exercised, 
such information as we have been able to get indicates that it is a general rule — 
rather than the exception. In other words, I think from what we know it may 
be assumed that in the case of married couples such as I have referred to the 
practice of the Social Security Commission generally is to grant eligibility for 
pension to both within the income limits to which I have referred. Zz 

Mr. Cannon: That item there at the bottom of page 8, is that $78 or £78 
each? 4 

The Witness: That is £78. The combined allowable income of both man _ 
and wife when both are on maximum pension is only $78— | 


Mr. Cannon: £78. 


The Wirness: £78, so their combined allowable income plus both benefits. — 
cannot exceed £338; and in that respect at least it is interesting to note that the — 
New Zealand provision is comparable to the Canadian provision. We provide — 
in the case of a single man $480 maximum pension plus $120 allowable income. 
The allowable income for a married couple in Canada both on pension is also 
$120, the same as for a single man; likewise in New Zealand for a married 
couple ‘both on pension it is no more than for a single person on pension. i 

Mr. Picarp: You referred to the exercise of discretion by the Social Security — 
Commission in respect to the granting of a pension to a wife who is below the q 
pensionable age of her husband; is that covered by any regulation or is it entirely _ 
at the discretion of the commission? eo 

The Wirness: The exercise of the discretion is authorized in the law itself. — 
So far as we know it is not covered by any particular regulations; also in so far ; 
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S we algae it is pine in almost every case. Now, having in mind the maximum 
‘pensions payable and the income allowances we next come to consider how they 

make deductions from the allowable amounts of income, and the New Zealand 
practice there is to break the deduction down into two sets of deductions; they 
make certain deductions in respect of income and they make certain other 
_ deductions in respect of property. In respect of income the individual can have, 
a single person, £78 a year of income without any deduction whatsoever; but 
_ for every pound of income that goes above that £78, £1 is taken from the pension 
payable; and there are, of course, certain types of income which are specifically | 
~ excluded from the calculation i income for the purposes of this act. I think 
_ perhaps I might read for the benefit of the members of the committee the 
definition of income that is given in this book on New Zealand pension practice 
- to which I referred yesterday because this brings out a point which I think is 
_ interesting and perhaps of some significance in oetting the picture of how 1 income 

_ is calculated. 
Mr. Ferret: May I ask a question there? Have you any idea of the basic | 
> wage over there? i | 
‘The Wrrness: We are getting that, Mr. Ferrie, in reply to a request that 
- was made yesterday by one of the members of the committee. 
Mr. Frrrim: But that was for Australia, was it not? 
& The CuHarrMAN: For both, and we hope that the information asked for 
- yesterday will be available for the committee next Monday. 
Mr. Ferrie: That will be in reply to both questions? 
The CHArRMAN: Yes. 

B. The Witness: Income is defined this way: “income for pension benefits 
_ may include items which are ordinarily regarded as capital and includes all 
- monies and the value of all benefits derived and received from any source except 
certain items which are specifically excluded.” In other words they take all the 
- income which is received ‘by the individual, even in some cases capital items of 
income, and count that as income for the purposes of this calculation of £78 
~ under the age benefit program. The following items, however, that a person 
receives in the course of a year are excluded as income. They exclude from the 
 ealculation of income any social security benefit whatsoever, funeral benefits 
_ from any friendly society, any capital moneys received in respect of the sale of 
_ exchange of any property. I point out, Mr. Chairman, they exclude that from 
_ the income calculation, but that is not necessarily saying that it 1s excluded: 
_ from the property calculation to which I will turn shortly. 


_ Mr. Brooxs: Would that include personal property as well as real property? 


B The Wirness: I cannot give you a clear answer on that, Mr. Brooks. 
~ I think so. Moneys received on an insurance policy in respect of damage to 
any building that they own, capital moneys up to £500 received by the applicant 
~ under any life insurance policy effected on his own life. I draw attention again 
| to the fact that while they exempt the £500 of the proceeds from hfe insurance 
policies from calculation of income they include as income the proceeds of any 
life insurance policies which are in excess of £500. In other words if a person 
~ receives £600 a year in a given year from the proceeds of a life insurance policy 
on his own life £500 is excluded and not taken into the calculation of income 
hut the £100 over and above the £500 is taken into account not as property on 
an annuity basis as in our country but as current income; and that excess sum 
of £100 in the case of a single man would be in excess of the £78 which he is 
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Mr. MacInnis: Is that for a particular year? 
_ The Wrrness: Yes, for the particular year, you are quite right. 
Mr. Brown: Would not that be a terrific hardship on some widows? 
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The Wirness: Well, it would mean that in the case of an indivi dual oO 
gets a lump sum of this kind in one year, the fact that it would be consider ‘ 
as income would mean that it would certainly disqualify a person, if it is large” 
enough, for pension for at least a period of time. (a 

I go on to the next point. There is also exempt all capital moneys received © 
from the estate of a deceased husband or wife. They exempt that from the ; 
calculation of income. They also exempt that from property calculation for 
the remainder of the benefit year in which the individual dies, but beginning — 
with the next benefit year they will take that property inherited from the 
deceased spouse into account under the property calculation although they will 
not take it into account under the income calculation. Likewise, capital moneys — 
up to £500 received by a legacy are exempt from income calculations, but any — 
amount in excess of that is included in the income calculation. Now, I referred — 
to this point simply to point out the difference which does affect some cases in a 
both countries, the differences between the procedure in Canada and the | 
procedure in New Zealand. I have given you a couple of examples where New — 
Zealand is more favourable than Canada. This happens to ‘be one example 
where Canada is more favourable than New Zealand. With respect to these — 
capital income items in Canada, we do not under any circumstances take those © 
into account as income to any extent whatever. We treat all these items as 
personal property and while we calculate the annuity value of personal property — 
as income we do not take any capital amounts themselves into account in income ~ 
ealculation. & 

Mr. Picarp: What is the amount of income a pensioner may have as a gift — 
before the pension starts to be affected; what amount is allowed as a gift? 

The Witness: Are you referring to a lump sum amount there? ia 

Mr. Picarp: Yes, let us say a lump sum of $150. A case has come to my 
attention here in Canada where the son of a pensioner in America sent his 
father in one year—as a matter of fact he sent both his father and his mother — 
$150 each to permit them to go over to the United States and visit him. Would — 
that be considered as income for that year? The case is still under review and — 
I wondered if you could give me some information on that. | “~ 

The Wrrness: I can only answer that by saying, of course, that I know — 
that regular contributions from individuals are considered as income; and, — 
secondly, that there is nothing in this list of exempted items which justifies the — 
conclusion that a substantial gift of that kind, if reported, would be exempt — 
from the income calculation. a 

Mr. Fremine: I was just wondering in regard to that if there is a distine- _ 
tion between regular income from a son or daughter and occasional gifts. Even 
though the gift itself may be a comparatively large sum it is not income, it 1s 
not regarded as income? | | i 

The Wrrness: In Canada? : | ‘ a 

Mr. FLEMING: Yes. feet ae 

The Wirness: The regulation in Canada provides for the exclusion of — 
casual gifts of small value. . 

Mr. FLeminc: And what do they regard as a casual gift of small value?» By. 

The Wrrness: Under the Canadian regulations, as I recall, the wording — 
“up to $25” was in the regulations up to 1946. Those words were taken out obu 
the regulations in 1946, but I am not prepared to say that they were in all 
cases taken out of the minds of the administrators. a 
Well, with the exception, Mr. Chairman, of the items which I have men- 
tioned and one or two others, all income is taken into account in New Zealand, — 
and the total of that amount of income is added together. If it exceeds £78 e 
let us say in the case of a single person, then for every pound of excess over — 
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4 oe) above the £78 the aaanat of maximum benefit is reduced by £1. Apart 
_ from the details of different types of income which are included or excluded 
under the New Zealand scheme, the only significant point of principle that I 
see in this New Zealand scheme of income calculation is that to a certain 
extent in New Zealand they do take into account portions of capital income as 
_ though it were current income whereas we in Canada, so far as I know, do 
- not under any circumstances take in capital income as current income. We 
_ capitalize that on the personal property side and we derive the annuity value 
= of it. 

; ~ Turning now to the other half of this, the question of property qualifica- 
tion 


Mr. Fieminc: Before you turn over to that section I have one more ques- 

tion I would like to ask. How long would the effect of treating that capital as 
- income continue, income that will, let us say, carry the recipient over the 
_ allowable pension during the year? "NS I understand it, it will be allowed during 
_ the year which it is received, but then when it goes beyond that year there 
must be something done to restore their pension, must there not? Do they 
- confine the effect of that to the income calculation of the immediate year in 
each case? 
The Wrrness: I am not certain on that point, Mr. Chairman; my 
_ impression is that they confine it to the benefit year in which it is received— 
Mr. Furmine: But what if it is not confined to the one year? 


; The Wirnsss: If it is confined to the one year the effect of it would be to 
_ put the pensioner off pension completely perhaps for the remainder of the 
Wd year or to reduce the amount of ce received during the benefit year. Then, 


benefit in the terms of the anticipated income the individual was likely to ote 
& in the course of the year ahead. There is a provision in the New Zeland legis- 


4 Hor a3 year ahead to fee. its estimate on ne income from the previous year}, 
- but there is also a clause authorizing the Social Security Commission in its 
_ discretion to disregard any income received in the previous year which in its, 
' opinion is not likely to be repeated in the new year. Now, that is as far as I, 
_ can go, Mr. Fleming, in giving you any clear answer on that. 

ry I might also tell you this, that in the case of a husband and wife both on 
pension, as you know property is divided as between the two of them for the’ 
a purposes of income calculations and arriving at the amount of pension in each, 
| ease. Now, we find a provision in the New Zealand law which says that if in 
_ the case of the death of a husband the property passes on to the wife that 
- does not affect her property calculation during that pension year; and you will, 
9 find that in our brief at the top of page 11 where it states, “In case the husband 
or wife dies, the capital value of the accumulated property of the survivor 
remains the same and does not automatically double.” We take that to mean 
» Bee her pension rate remains the same for the remainder of that pension 
year, but with the beginning of the new benefit year her property is re- 
Pp talculated on the basis of the additional property which she has inherited 
_ from her husband. 

Mr. Brooxs: With regard to that £500 which you mentioned as not being 
entered as income, would not that go on to the next year as property? 

= The Wrrness: I think that is correct. That is an exemption only with 
‘respect to the income calculation. Property inherited by the wife from her 
husband on the death of the husband, is disregarded completely so far as the 
7 Bincome calculation is concerned. The property itself is also disregarded for the 
_Yemainder of that benefit year so far as the property calculation is concerned 
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but the next year when you come to calculate the deductions you take into 
account the property the wife holds including the extra amount inherited fro mM 
her husband, and then you have to make the appropriate deductions in respect to _ 
the increased amount of property which she has received and then holds. 


Mr. Brooxs: That is really what I meant. ; aa 
The Wirness: And there is no £500 exemption there. oe 


Mr. Cannon: When you were discussing that angle of the Canadian 
practice, if I remember correctly, you said that any capital amount received | 
by the pensioner would not be considered as current actual income, but would — 
be considered as property and would be calculated as potential income on the | 
basis of a government annuity. } } | 
The Witness: When I made that statement, Mr. Cannon, I was referring — 
to substantial amounts received such as legacies and things of that kind. I did 
not at that time have in mind this question of casual gifts of sizeable amounts — 
from a son or daughter. ¥ 
Mr. Cannon: That would be considered as income, would it? 


The Witness: Yes, it would, unless of small value. ° 


va 


By the Chairman: | | * 

Q. I think you said, Dr. Davidson, that a legacy of £500 would be exempt — 
from income, would not count as income?—A. Yes. ° a 
Q. But suppose there is a legacy of £1,000 to a single recipient of pension; 

as I understand it, he would receive pension for that year but in the following © 
year ‘because that is over £208 he would be cut off; 1s that what you meant?— | 
A. What I meant is that he would not continue to receive the benefit for the 
remainder of that benefit year. . : ay 
Q. Yes.—A. But how much longer he would stay off benefit I am not at — 

the moment is a position to say. . | a 
Q. And you do not know how much of it between the £208 and the extra £500 
would be added to property in the next benefit year?—A. That, I could not say 
for certain. My impression is that in the next benefit year he would not be 
charged with any of the legacy as income, but that he would have it included in 
the property calculation as additional property. 1 
Q. The £500 would be added to personal property and not to income in that 
year?—A. I could not answer that for certain. My impression is that the entire 
legacy less some allowance for living expenses during the months off benefit is. 
added to personal property in the following year. a 
Q. All right—A. We will try to get a more authoritative answer for you. a 

Q. It doesn’t matter, I just wanted to get the complete picture of the 
relationship between income and personal property. a 
Mr. Suaw: Mr. Chairman, on page 11 there is reference to the disposal: 

of property with a view to qualifying for a pension. In Canada I think we have 
a provision of five years prior to application which applies and I was wondering. 
whether they have any similar provision in New Zealand. ! a 
The Wrrness: If there is evidence at any time under the New Zealand law, 

and this applies to Canada, that a pensioner deliberately transferred his property 
for the purpose of establishing his right to pension or establishing his right to 
a higher pension than that to which he would be otherwise entitled then the 
‘ sanction is imposed, both in New Zealand and in Canada. But the five-year 
provision you have in your mind relates to the question of the presumption in 
the Canadian law. If it is done within the last five years the presumption in 
our law is that it was disposed of for that purpose, unless there is evidence to 
refute that assumption. If the property was transferred more than five years ago. 
the presumption is that it was not done for the purposes of qualifying for a 
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pension unless the pension authority finds evidence that it was done for that 
purpose. And while I am on that point I might mention the fact that this is a 
very difficult matter to determine because we have had some cases in which the 
_ evidence has shown, not that the property was disposed of for the purpose of 
+ getting a larger pension but that the property was disposed of for the purpose 
_ of making sure that when the pensioner died recovery from the estate was not 
_ going to be posstble. In such cases actually the pensioner has stated quite 
_ frankly in his application that that was the reason; and cases of that kind are 
— not subject to the two conditions that are imposed under the regulations at the 
present time. 


x Mr. Brooks: Are we on property qualifications now? 

The CHAIRMAN: He is coming to that. 

The Witness: Have you got that straight now, Mr. Shaw? 
Mr. SHaw: Yes. 


2 The Witness: The committee will remember then that over and above the 
_ £78 of allowable income in the case of a single pensioner, he is subject to a 
_ deduction of £1 from the pension for every £1 of excess income; likewise in 
respect to property as defined in New Zealand legislation there is deducted 
_ £1 for every £10 of property over and above the allowed amount of £500; so 
— that you in effect allow him £78 of income and £500 worth of accumulated 
_ property. The pensioner is allowed that amount of income, £78, under the New 
_ Zealand Act without diminution of pension. If his income goes above that you 
_ take from the maximum pension at the rate of pound for pound. If his property 
goes above the £500 limit you take off in addition to the amount you have 
already taken off, £1 for every £10 of accumulated property over the £500 limit. 


% It is important therefore to get the relationships of these two deductions. 
_ A person may have no income whatsoever, and he can have certain types of 
_ property in excess of £500: value and the deductions in that case are therefore 
applied with respect to the property that he held in excess of £500 even though 
he has no income to warrant deductions. 

s Now, there are some important exemptions under the New. Zealand scheme 
so far as the calculation of accumulated property is concerned. And here I would 


_ again point out that we must be cautious because while these items are exempt 


_ from the calculation of the property it does not follow that any income from 
these items is exempt from the calculation of income. In the first place, the 
_ value of the home and furniture when the home is owned and lived in by the 
applicant, is not taken into account in the property calculation. If, on the 
other hand, he derives income from that home it may affect his pension on the 
income side. 
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+ By Mr. MacInnis: 


“income? Would that mean that a certain amount of rent for the home is 
- considered as part of his income? I understand that there is no consideration 
at all given to the fact, in New Zealand, that it is not in the income?—A. That 
| is correct, Mr. MacInnis. If the individual has a home in which he is living 
_ with his wife, let us say, and is getting shelter out of that property but not 
renting rooms, and is getting no income from it, then that property yields no 
income and therefore it is not taken into account in the income calculation, and 
_ likewise it is not taken into account in the property calculation. 

. If on the other hand he has exactly the same property but has an apartment 
on the top floor and he is deriving an income from it, then in respect to the 
property calculation that home is still not counted for the purpose of calculating 
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this £500 property limit and there 1s no reduction on this ratio of one 
for his ownership of the property. But any income he gets from the prop 


£1 of excess. 
Mr. Crotu: So anyway you look at it, the home is exempt. 

By Mr. Cannon: | 2 

Q. Even a £5,000 house?—A. It is only when that property becomes revenue — 
producing that it may affect the pension. 4 
By Mr. Croll: 

Q. And only to the extent of the revenue?—A. Yes. All personal effects — 

are exempt as they are here; any interest in land or mortgages on land is exempt 
so far as the £500 property calculation is concerned. But of course revenues — 
derived from these assets are taken into account in the income calculation. 
No interest in the cash surrender value of any annuity or life insurance — 
policy is taken into account in the property calculation though the income from : 
certain policies may be included within the limits I have already mentioned on 
the income side. } a 


By Mr. Fleming: ap * 

Q. I do not recall any question being asked or information given last week — 

as to the position of life insurance under the Canadian scheme. So would you 
care to say a word about that now?—A. Mr. Chairman, under the Canadian — 
Act and regulations, the cash surrender value of life insurance policies is taken — 
into account as personal property. That means that the annuity value of the 
cash surrender value is calculated as part of the personal property calculation. 
But that does not apply to all life insurance. That applies only to life insurance 
policies of the kind which it is possible for the pensioner himself to cash. In_ 
other words, if his life insurance is assigned for value or assigned to a bene- 
ficiary whose consent is necessary— rola ; . 
Q. Not necessarily assigned, but is in favour of?-—-A. Yes, in favour of a 
beneficiary whose consent has to be obtained. Then the pension authority is_ 
entitled to regard that as being an asset to which the pensioner has not com-. 
pletely free access; and it is only in respect to life insurance policies, the cash 
surrender value of which is available to the pensioner without having to get the, 
consent of outside people in the way of signing off—it is only in those cases that 
the cash surrender value comes into the calculation. me 


By Mr. MacInnis: a 

Q. What would be the position of that life insurance policy at the old age 
pensioner’s death with regard to the old age pension authority taking back the 
value of the pension?—A. I think the answer to your question is a pretty legal 
one and is tied up with whether or not the provincial laws include life insurance 
as part of the pensioner’s estate, even in cases where the policy is made out in: 
favour of a beneficiary. ; a 
There ‘are some provinces where, as I understand it, a life insurance policy 
made out to a beneficiary is not considered as part of the estate of the deceased. 
On the other hand I think there are provinces where, if I am right—and Mr. 
Fleming is looking at me as if I were wrong— BN ead i, 
Mr. Crouu: I do not see how you could be right in that. | “a 
yor. FLemMIne: You had better stop right there. If the policy in the case 
which Dr. Davidson has mentioned is payable to a main beneficiary, then the 
pensioner has not got access to it and there is no deduction made, and it auto- 
matically is payable to the beneficiary on his death. There is no problem there 


ay 


4 
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at all, 


OLD AGE SECURITY 231 


But if the policy were payable to the estate of the beneficiary then obviously 
1 a his death that is capital and 1t would come under the property clauses 
leita we are dealing with and he would have suffered during his lifetime a 

diminution of his income to the extent of the annuity value of the cash surrender 


The CuairMan: So there would not be any trouble for the heirs there. 
Mr. Fiemine: No. The two cases are quite simple. 


The CHarrMAN: In either case there would not be any trouble. Are there 
Be: any other questions with respect to life insurance? 


e - Mr. Picarp: I have only one point and it may have been answered before. 
Is that non-means test superannuation benefit of £35 added then to the £130 
_ that a man gets? 

. - The CuHarrMANn: No, we will be coming to that a little later, Mr. Picard. 
& We have not yet come to the superannuation benefit part. 


.@ 


¥ Mr. Picarp: But there is an item in the introductory part about it. 
The CHarRMAN: It was explained yesterday by Dr. Davidson. 


a The Wrrness: In effect, if you get an age benefit you do not get the other. 
- You have one or the other but not both. | 
The Cuarrman: Coming back to something we have already talked about, 
~ is there any provision in New Zealand for giving some value to free shelter and 
ee - free board? We discussed that subject at length when we were on the Canadian 

_ scheme, I mean the free board and free shelter which the pensioner may get. 
% Mr. Baenipickson: What.is your question, Mr. Chairman? 


* By the Chairman: 
< _ Q. Is there any value attached in New Zealand to free shelter and free 
§ board against the income ceiling of the pensioner?—A. Yes, I can give you the 
_ principle but not the amount. On page 107 of this book I find this statement: 
~ “Income refers not only to all moneys but also to the value of all benefits derived 
or received by the applicant; and benefits there include the value of board or 
lodgings on a scale fixed by the commission concerned, property or other pay- 
~~ ments in kind for services rendered.” I cannot specifically tell you what the 
oe Security Commission in practice does about that. 
age Q. I am not so much concerned about what they do as I am about the 
principle which is applied. 


| By Mr. Benidickson: 

Q. And that principle applies notwithstanding the last paragraph on page 9? 
~ —A. Oh, yes. That paragraph simply covers the same point that I covered in 
the discussion of the Canadian program when I said that there used to be 
provisions in the regulations which provided for the inclusion as income of 
_ amounts which might reasonably be expected to be paid by sons or by daughters. 
— But we abolished that imputed income which was not in fact paid, and New 
Zealand does the same thing. But they calculate the value of free board and 
_ lodging which is actually being provided by sons or by daughters. 

: 2 At the top of page 10 you will see this sentence: “The Social Security 
* Department never attempts to force relatives to assist a claimant for benefits 
even if they have the means to do so.’ 

‘That, I think, is essentially the practice which is laid down in our federal 
Act and regulations. They say that if a son or daughter is actually supporting, 
iti is the duty of the pension authority to find out what the actual contribution 
ds and to ascertain the facts and to ‘make the income deduction accordingly. 
But if the individual, that is the son or daughter even with means refuses to 
assist his aged parents, the situation is left at that. 
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By Mr. MacInms: 3 he ea 
Q. The situation is left tnere so far as the federal government is concerne sb 
But it is not necessarily left there so far as the provinces are concerned ?— 
A. That is quite correct. 
The CHarrMAN: Very well, carry on. | 
The Wirness: I think, Mr. Chairman, that is about all I have to say 


about property calculations. 


4 
a 
P 


By Mr, Ferrie: baat | 4 
Q. I did not get one point quite clear. A statement was made here a few — 
minutes ago I think about a $5,000 house and that all that was taken out of | 
that $5,000 house, if they were living in it, was, if they rented a portion of the 
house, the rent would be taken as part of their income?—A. Yes. 7 
Q. Now you go on and say that they are assessed for any place that they — 
live in and that it is immaterial what the kind of board and lodging is——A. No. 
If they are living for example in a home of a son or a daughter and the son : 
or daughter is providing them with free board or lodging, then the social security 
commission calculates the value of that free board and lodging at whatever 
amount they think is appropriate and charge it as income. But if the pensioner — 
owns a property in which he lives himself, that property is not taken into — 
account either in the property calculation or in the income calculation unless — 
there is income actually being derived from that property by way of rentals. 
In this respect, the New Zealand law is exactly the same as our War Veterans’ — 
Allowances Act, where a property up to $4,000 in which the applicant is living ~ 
is not taken into account at all. 3 
Q. But a lien would be automatically filed against that property before 

the death, or when they receive the pension?—A. You are talking about Canada 
now? She a 
Q. No, I am talking about New Zealand—A. I have not run across any- — 
thing which suggests that it is the practice of the New Zealand government to 
file liens against property. These means test pensions in New Zealand are paid, — 
after all out of a fund built up from social security tax contributions in large — 
part. ‘ 
By Mr. Croll: | ig 


Q. It is not our practice as a federal government, but some provinces have — 

set that up as their practice—A. That is right. : 
Mr. MacInnis: This government does not deal in property. 

| 


‘ | 


By the Chairman: . 

Q. Now, doctor, you said that the reduction in pension for personal property. 
over £500 would be £1 for each £10?—A, That is right. 4 
a4 Which at the age of 65 would work out to 10 per cent?—A. That is” 
rignt. | 
Q. Then it is a rate which is higher than the annuity rate at age 65?— 

A. That is correct, but there is an example of £500. 3 
Mr. Crouu: I do not follow your question, Mr. Chairman. 4 


The CuatrMan: Suppose we had in Canada that same case. The first $250 
would be exempt. I was pointing out that the reduction from the pension 
Income ceiling on an annuity basis is more generous than the 10 per cent basis, 
because the annuity percentage is less than 10 per cent for age 65.—A. The 
difference you mention is due to the fact that we in Canada calculate the value 
of personal property for income purposes on the age basis which means that 


| 
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there is some allowance for a younger wife. It is not very great I will admit, 
‘but there is a difference in the value of the annuity calculation if the wife is 
considerably younger. 

-{ New Zealand, while it has a higher exemption on property takes the one to 
_ ten ratio for property both in respect to the wife and in respect to the husband 
_ regardless of their age. 

¥ It would be very difficult to give any assessment as to which one is in the 
_ long run more or less generous. But the point is that they operate on different 
_ principles, and having said that, and having explained it, that is about as far as 
you can go. 

Q. But I meant if we had a $1,500 exemption here before making any 
_ reduction from income, it would not necessarily be more generous than under 
_ the annuity basis?—A. That is difficult to say. 

% Q. I assume that the exemption level would be the same, and that the age 
would be the same. 

; Mr. Picarp: It is a very fine point. 


The CHAIRMAN: But I believe the members are entitled to a clear picture 
of what our system is, and what other systems are in order to make a comparison 
_ between them. 


aA By Mr. MacInnis: 
* Q. I thought the witness was giving us a fairly clear picture—A. I have, 
_ I think, no more comments to make, Mr. Chairman, on the way in which income 
2 and property qualifications are calculated except that I think again the significant 
_ point is that the mere reading of the list of exemptions has to be taken rather 
cautiously because the list of exemptions as they affect income may not apply to 
property. The list of exemptions as they affect property may not in all cases 
affect income and it is well to keep that in mind in reading over any list of 
_ exemptions under the income and property qualifications. 
F) For members who are interested in seeing how this works out in actual 
_ practice, a number of examples are given in appendices 2, 3 and 5 and perhaps I 
had better refer the members to the table in appendix 2, in order to take one 
example and show how it works out. 
= Supposing you have a man, a single man, who has an allowable income after 
~ you have made all these exemptions on the income side of £80 a year. He is 
~ allowed £78 without any diminution of his pension. But the fact that he has up 
_ to £80 on the income side diminishes his pension by the extra £2 under that 
calculation, which reduces it to £128 a year. 
= Supposing at the same time that man has property valued at, let us say 
2 £1,200. You then take the £128, which was the result of your first calculation, 
and deduct the amount of £70 which is the assessment in respect to property, 


_ —10 per cent of the property value in excess of £500 and the result is £58 which 


is the amount of pension which is actually payable. 


| 
. 


By Hon. Mr. Farquhar: 

. Q. Do I understand you to say it is the policy of some of the provinces to 
file liens against the property of the pensioner? Is that the policy of the 
province of Ontario?—A. The law in the province of Ontario does include a 
¥ provision respecting the filing of liens; I mean the provincial law. 

|e Q. Has it been put into force?—A. Yes, but I should say that the lien as 
it is filed is in fact a precautionary lien designed essentially to ensure that the 
pensioner does not dispose of his real property without the knowledge of the 

3 pension authority. 

_—s-Q.._ Is it put into effect by the government?—A. In a very very small per- 
centage of cases. If you will look back to the discussion we had on this subject 
in the earlier days of the committee you will see that the amount of money 
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actually recovered by way of collection from estates of deceased pensioners in : 
the last year for all of Canada was one-half of one per cent of the total money — 
paid out in the year. You will find that the federal Act provides for certain — 
situations in which recoveries cannot be made from estates, if the property : 
passes to a surviving wife, for example, who is on pension or if it passes to anyone ~ 
who has contributed to the support of the pensioner over a reasonable period of 
time. | ire an 
Furthermore the federal government has authorized the provincial pension — 
authorities, in their discretion, to waive any claim against any estate which is — 
under $2,000, or with respect to the first $2,000 of any-estate in excess of $2,000. — 
So there is a wide area there in which while a lien may be filed as a precautionary — 
lien, the pension authority even in a province which follows this practice does — 
not ultimately attempt to recover from the estate. q 
Q. Thank you. ‘ 
§ 
By Mr. Brown: “a 
Q. In the illustration which you give, if a property is valued at £1,800 — 
roughly, that would be about $5,000, would it not?—. $5,500 in Canadian > 
currency. ae 
Q. Yes, $5,500; and let us assume that that $5,500 would be in the form of — 
an ordinary house. You would have £130 deducted according to your table — 
here.—A. That is right, unless it is the pensioner’s home. 4 
Q. And he has an allowable income of £278, as a single man. He has, as — 
your illustration shows, an allowable income of £78, and he makes £80, so he © 
has £2 to be deducted from his age benefits. He would get no pension at all?—A. I _ 
would point out that under the property qualifications there is an exemption in © 
the case of a home, or land or mortgages on land; so this would have to be a © 
property that was not being used as a home and which was not itself land or — 
mortgages on land. It might be an office building or it might be another property | 
which the pensioner was holding for investment purposes with a house on it; or it ~ 
might be liquid assets in terms of cash in the bank or investments. If it were © 
that kind of property, then your calculation would be correct. i 
Q. Or it might be a property which he was holding for the benefit of an aged - 
brother and his family?—A. I’d like to think about that one. | 
_ Q. We are getting rather complicated—A. If there are no other questions © 
in respect to income and property qualifications, I think I can, perhaps, very 
quickly conclude by simply referring to the residence and character qualifications 
under the Age Benefit programme. a 
I must say that I do not think it is necessary, unless the committee wishes 
me to do so, to go any further into superannuation benefits because I found in — 
reading the material last night that I had dealt with it pretty well yesterday. 
Mr. Crouu: I do not think that character qualifications are of concern to 
us either.' We are satisfied to that extent that we have a much better system > 
than they have. a 


i 


iq 
ea 


By the Chairman: : a 

Q. What about residence?—A, The residence clause can be stated simply — 

by saying that if a person was resident in New Zealand on March 15, 1938 when | 
Social Security was passed, he would have age or superannuation benefits on 
the basis of ten years of residence with certain permissible absences allowed 
in that period. a 
But if he was not resident in New Zealand on March 15, 1938, he would — 
qualify on the basis of 20 years of residence with certain allowable absences — 
during that period. I do not think the details of the allowable absences are 


particularly important. The details of that are oi in i the. 
back of this document. Be ee oe a 


ae 


\ 


OLD AGE SECURITY 235 


id By Mr. Peoghtere 


| Q. With respect to character Saslifoutivns: perhaps you answered with 
essect to this yesterday; but have you any figures as to the number who have 
been rejected because of lack of good character?—A. No, sir, I have not. 
 Q. You gave a figure of the total rejections, I think —A. I gave a figure 
_ yesterday of the number of persons 65 years of age or over who were not on 
either age benefits or superannuation benefits. 
g Q. And it was not a very large figure?—A. It was less than 1000. And I 
- pointed out earlier in the afternoon that I had erred yesterday in stating that 
a character qualifications were required in connection with superannuation benefits. 
_ They are required only in connection with age benefits on the means test basis. 


By Mr. Croll: 


) Q. Once you have contributed, your character does not count?—A. No. 
- You contribute, and, even so, if you are on age benefit, your character does 
i count. But if you are in an income bracket which permits you to get by on a 
= oe benefit, then your character does not count. 


ae bal 


Br Mr. Brown: 


Q. Who determines what a man’s character is? Is it a politician or a 
government official?—A. The official authority is the social service commission 
i which administers the legislation. 
Sa Q. What is that again, please—A. I said that the official authority is the 
a ia security commission which administers the legislation. 
In other words, they are government appointees, so that answer is 


q Shain People like myself. 
*. 


By Mr. Croll: 
Q. Have any of the people from your department visited Australia and 
New Zealand at any time and had an opportunity to look at the systems in 
the field—A. No, sir. 
} The CuairMAN: Would you like to go, Mr. Croll? 
Mr. Crouu: I am sorry. 
. ‘Mr. Brooxs: On page 13 “Age-benefits for Blind Persons”. I do not 
understand the last sentence in that paragraph which says: “.......... if the 
~ applicant had been eligible for an invalid’s benefit.” 
a How does the invalid benefit compare with the blind benefit? 
Mr. MacInnis: I think they are the same. 


The Wrrness: Yes, they are the same. 


By Mr. Croll: 
| Q. Starting at age 16?—A. In the case of the blind, I find that just as in 
Canada there is a slightly higher income limit in the New Zealand scheme, but 
Il am not familiar with it in detail. a 


By Mr. Benedickson: | 
Q. What was the commencing age?—A. For invalid benefits, 16. 
Q. And for the blind?—A. The same. 


By Mr. Brooks: 


—__-—-Q. Would. that not be because they receive other benefits up to the age 
* of 167—A. Family allowances. 


Mr. Ferrie: Are we finished with New Zealand, Mr. Chairman? 
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The Cuarrman: I was just about to ask if anybody else had any other 


questions on New Zealand. 


a 
By Mr. Smith: UF a 

Q. I wonder if Dr. Davidson would care to comment on the table which — 

is on page 36, where the rate per annum starts out for 1940 at £10 esatannyces F 
Is that for some typical income or have you just chosen some income?—A. No. 
This universal superannuation chart, Dr. Smith, on page 36 refers to the 
universal superannuation benefits that are payable at age 65 to everyone with © 
the residence qualifications I have just described, and without a means test. In | 
1940 they started out at £10 per year. And in 1941 they went up to £12/ 10/—, 4 
And you will see the break at 1950, where it 1s now £35/—per annum, which 
is roughly just a little under £3 a month, and it is provided under the law that 
that goes up each year by £2 10s annually until in 1988, if there are no changes 
made in the meantime, the superannuation benefit payable to everyone over | 
sixty-five without a means test will be £1380. “a 
Mr. Smiru: I thought that referred to rates of pension under the means ~ 
test. : peeks 
Mr. Knowtzs: What provision is there that there is going to be this £2 10s 

rise in the rates until the maximum is reached? Is the maximum set out In © 
the Act? pee ae 
The Witness: I would have to check that against the law itself, Mr. 
Knowles. My impression was that there was a schedule in the Act which sets — 
out the years and the amounts. a 
Mr. Larne: Mr. Chairman, I would like to get some information from — 
Dr. Davidson as to the relationship which exists between recipients of benefits 
under the superannuation scheme and age benefits. ‘There is reference on 
page 16 to the fact that against certain advantages must be set certain. 
inadequacies, and also to the fact that because of the low benefits provided — 
from the inception of the scheme many people have been forced to participate 
in the means test program and that it will be many years before the universal — 
superannuation benefit will provide adequate income maintenance for the aged. 
There is also mention there of the ultimate merging of these two schemes. 
os if you would care to deal with that again before we leave this feature 
of it? 3 
_ The Wrrness: As I think I said yesterday, Mr. Chairman, the superannua- 
tion benefit operates as from age sixty-five in conjunction with a means test 
benefit for aged persons as from age sixty, and if you will refer to the table I 
just mentioned in answer to Mr. Smith’s question you can see how much a perso: 1 
sixty-five years of age or over is entitled to receive as a superannuation payment 
free of any means test. This year for example any person sixty-five can apply 
for a superannuation payment and get a pension amounting to £35 a year; now, — 
if he has means and if he does not feel that he needs any more benefit than that, 
that he can get by on that, that he does not want to subject himself to a means 
test, that is the end of it. If, however, he has very little income and is on the 
poverty line he may feel, “Well, I need more than this, my property and income 
qualifications are such that I might probably qualify for a larger means’ test 
pension, up to £130 maximum pension payable under the means test. Therefore 
I will apply for a means test benefit.” But if he applies for a means test benefit 
and he is tested and it is found that he is entitled to more than £35 a year 
under the means test program, at that point he is withdrawn from benefit so 
far as the universal superannuation payment is concerned and he draws his 
entire pension of up to £130 a year under the means test program. He does not 
get his superannuation benefit of £35 a year and draws a supplementary means 
test benefit over and above that. Each year as the level rises the universal 


' 
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superannuation benefit increases. There are of course each year additional 
numbers of people who will find themselves content with the annually increasing 
superannuation benefit grant at any given time; or else even if discontent they 
will find that they cannot qualify for anything more than that under the means 
a test benefits. Therefore gradually year by year you will find the numbers of 
persons on universal superannuation rising, and at a certain point somewhere 
Pd along the way you will find the numbers of persons on old age benefits declining, 
at least in so far as persons sixty-five years of age and over are concerned. 
_ And undoubtedly in 1988, if there are no changes in the present legislation 
everyone over sixty-five will be automatically entitled to £130 a year, but none 
of these persons over sixty-five will be entitled to any supplementation under 
a means test age ‘benefit. To all intents and purposes therefore the age benefit 
will disappear in 1988 in so far as people over sixty-five are concerned; but it 
will remain in effect for the group between sixty and sixty-four. Now, every 
A time you move a person over from the means test ‘benefit to a superannuation ~ 
benefit the assumption is that the person moves because he is just as well off and 
_ perhaps better off under the superannuation benefit; so that it can be assumed 
_ that as this shift goes on from year to year, the paying of fixed amounts of 
pension to the sixty-five and over group as contrasted to the means test pension 
- will result in the cost going up somewhat. The cost will go up in terms of the 
amount of benefit, and the costs will also go up in terms of increases in the 
% number of persons over age sixty-five on superannuation benefit; and while the 
cost of the age benefit will decline it will not decline proportionately for two 
~ reasons; one, because the superannuation benefit will on the whole in each 
individual case be larger than the means test benefit which it replaces; and, two, 
_ because by this time the population sixty to sixty-four will also be increasing, 
therefore you will have a larger number of means test pensioners under the 
sixty-five year level. 
of All that means that the full cost of the combined old age security program 
3 in New Zealand is not yet determinable. Of course, that applies to any scheme 
_ that you have in any country. “There are some factors leading to the steady 
% increase in the cost in New Zealand which are common to all countries; increase 
in population is one of them; so therefore I can see no difference in the terms of 
- projecting the cost in New Zealand as contrasted with projecting the cost in 

Canada in so far as factors of that kind are concerned. 

But the significant thing in the New Zealand scheme, and one to which I 
made reference yesterday, was the number of factors in the New Zealand 
program all of which lead to increasing the cost. Now, those factors include the 
‘increasing number over age sixty-five; another factor is the increasing number 
_ between ages sixty and sixty-four; and then there is the factor of the guaranteed — 

- increase in universal superannuation benefits. 
Ps Mr. Benrpickson: Just a moment there, Dr, Davidson, would you mind 
af) explaining what you mean by guaranteed benefits? 

: The Wrirness: Well, Mr. Benidickson, they are guaranteed by law at the 
; rate of £2 10s a year with respect to the universal superannuation benefit from 
_ now up to the year 1988. 

; Mr. Benricxson: What is the obligation there in connection with that 
7 ‘ guarantee? Is that really a guarantee, or is it something which they hope to 
- achieve in the development of their scheme? Would it not be fairer to use the 
4 term “predicted” there instead of “guaranteed”? 

~The Wirness: Well you see, there is a difference. The distinction I am 
trying to make there as between prediction and guarantee is that in the case of 

new Zealand this is written into their law. They provide in their legislation for 
a an increase year by year until by 1988 the amount provided in the universal 

_ superannuation benefit scheme under that law will be the maximum of the 
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ecent ave benefit, in other words £130, and that objective will be reached in 
ENE ae significant thing about the New Zealand picture is that the; i 
write there definite annual increases into the law. In other systems where they 
provide for am increase in the amount of benefit they usually set up some sort 
of reserve. In the U.S.A. for example they provide by legislation for the building 
up through periodical contributions of a reserve which will take care of these 
future increases in benefit. In the case of New Zealand the rate remains fixed 
so far as the contribution base is concerned, a flat 73 per cent of all income. 
The terms are written into the act, and the only variable factors on the income — 
side are two; one, there is a variable factor that relates to the increasing produc- — 
tivity of the country, the increase in national income, and the consequent ; 
increase in revenue to be derived from their 7-9 per cent social security tax; and, 
secondly, we must recognize as another variable the fact that it is presumably — 
necessary for the government to make provision from the consolidated revenue 
fund to keep their social security at all times solvent. : q 
Mr. Brooxs: Do you not think that their system is better than Australia, 
that is in respect to making provision for the 7-5 per cent tax from the outset 
and carrying it right on through and in that way establishing a larger fund? — 
The Wirness: I think, Mr. Brooks, that the reason for Australia exempting 

the £104 a year is not only to be found in terms of revenue, but also in terms of © 
administrative convenience. The amount of money that you get from going 
down to the first dollar, even in respect to people ~whose income is below the ~ 
level provided in Australia, is significant but so also is the amount of adminis- ~ 
trative difficulty that is involved in going down that far, especially in the case of — 
the self-employed. . 
Mr. Smiru: I wonder if Dr. Davidson has any information as to the 
number of people who are getting pensions under the means test benefit an 
who have paid or failed to pay their social security contributions? a 
The Wirness: I have no information at all on that, Dr. Smith; but I am ~ 
reasonably satisfied that the New Zealand authorities themselves would have no~ 
detailed information on that because this social security structure is not based 
on any necessary relationship between the payment of benefits and the number 
of contributions that have been paid; rather it is based on the assumption that 
in the course of a man’s lifetime the tax collector would have reached him for 
the purpose of his social security contribution and therefore it can be assumed 
that he has discharged his obligations under the law and so is entitled to the — 
benefit. I think I am safe in saying that. There was at one time a provision. 
in their Social Security Act which made it possible for the Social Security Com- 
mission in certain circumstances where the individual concerned had not. complied 
with the contribution provisions to penalize that individual by refusing him 
benefits. There are also, of course, provisions in the law in relation to the 
collection of taxes which make it possible for the tax collecting authorities to 
prosecute an individual who should have paid his contribution and who had 
failed to do so. vi 
Mr. Knowtes: Would there not be the same difficulty of handling that in 
New Zealand as we have here? There is no necessary relationship between the 
number of people who draw benefits and those who pay income tax. You take 
here in Canada, there is no relationship between income tax and family allow- 
ances, except for the, deductions made with respect to children eligible for 
family allowance when paying income tax. “<a 
The Wirness: I think there is a closer relationship than that in the New 
Zealand law, Mr. Knowles. The New Zealand law is Besdiontad on the assum 4 
tion that you pay the tax if you are subject. to the tax, and theoretically a 
prerequisite to eligibility is payment of the contribution; and while that is not 
applied or enforced or tested in each case, that is the underlying assumption 
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or base on which the system is set up. In this country we have the two 


‘ tix legislation, and a connecting link between them exists in so far as the 
~ exemption for children in respect of family allowances is concerned. But the 
connection in New Zealand between the social security tax and age or super- 
- annuation benefits is closer, in my view, than the connection here in Canada 
_ between family allowances and income tax. 


_ Mr. Ferrie: Do you like that, the way the system they have over there 
operates? 


The Wrrness: I think it all depends, Mr. Ferrie, on what you want to- 
accomplish. I will answer that by asking a question which I think is some- 
thing the committee should perhaps keep in mind rather than try to deal with it 
right now. Does the idea of a means test free pension starting at an admittedly 
inadequate amount and going up gradually over a period of years with the 
ultimate objective of a full means test free pension,—does that kind of gradual 

approach commend itself to the committee? Pretty clearly the reason why that 
approach was followed in New Zealand was that they did not feel they could 
face up financially to the cost of starting a full universal means test free 
superannuation benefit right at the beginning. They could not afford, as they | 
saw it, the cost of doing that all at once. They had their choice as to how 
they would cut down that financial commitment, but actually they had to 
choose. Now that choice is a matter of policy. Having in mind their ultimate 
financial capacity as they saw it they chose this gradual approach under 
which they would start out with a means test free pension of a nominal amount 
and supplement it where necessary, gradually building up to the eventual maxi- 
mum which they hoped to reach, and which they express their intention of 
reaching by writing the schedule of increases into their act. 
I do not know whether this committee’s concept of a pension scheme centres 
around the concept of a universal scheme or contributory scheme which excludes 
- certain people; a scheme based on late years of retirement or early years of 
retirement; a scheme based on a means test free pension in 1988; or what the 
central core of the committee’s thought will be. But I do think that the 
- committee will at some point have to begin to make a choice as to the direction 
in which it wants to go, just as New Zealand did. I am sure everybody would 
like this committee to pay a pension of an unstated generous amount to every- 
- one at an unstated early age. But in terms of cost implications of any program 
Be you have to assess what you think the expense will be that the country can 
stand and then begin to’ make your choice as to where you are going to start 
in terms of age, and what you are going to do in terms of pension, and what 
x you are going to do in terms of the abolition of the means test, as New Zealand 
has done to a considerable extent, developing their scheme gradually over a 
__ period of years. Now, that is a choice which I think the committee will have to 
make and I am satisfied that they will be faced with making some of these 
g choices within the reasonably near future. But the fact remains whatever kind 
_ of system you devise, whether it be contributory or whether it be social security 
tax supported; whether it be paid out of consolidated revenue income or in 
any other way, the fact remains that the scheme in the final analysis will have 
E _ to be thought of in terms of the total financial cost involved. Whatever scheme 
you devise for financing the cost, it will still cost $300,000,000 odd for the 
. country to pay old age pensions on the present basis free of means tests. 
bs 
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Whether you finance that through a contributory insurance program or through 

_ a social security tax or pay it out of consolidated revenue, the cost is still going 

to be the same in dollars and cents. 

. Mr. Ferrie: That is a point that I want to get on to right now, the picture 
of what this thing is going to cost. 
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The Cuamrman: Now, Mr. Ferrie, I thought you said that we were losing | 
our time in studying what these other countries are doing. | | me. 

Mr. Ferri: So far as I am concerned it is lost. This is the question I~ 
am going to put now, Mr. Chairman, and this is the one which I think is most 
important, more important than anything else. After listening to the full 
explanation we have had this is the question which gives me more concern than 3 
anything else. Where do we stand now in regard to the steps manufacturers © 
and other agencies all over Canada have taken with regard to providing pensions ~ 
for their employees? If we go ahead with a set-up of our own where do we stand ~ 
with respect to them. I want to say to Dr. Davidson that it is the man in the 4 
country who is going to have to pay. Why, right now, we have the Canadian ~ 
National Railways and other large organizations giving very earnest and serious ~ 
consideration to this whole matter of pension benefit. Now, I ask you this, who 
is going to pay for it all? Well, I can answer that question for you, it is going © 
to be the primary producer. There is the ordinary man of business, the small — 
businessman and the farmer who cannot come into this thing at all, there is no 
way of getting him in, but he has got to do the paying. And, also, we have got 
to do something as I see it for the farmer as well as the small businessman, for — 
all those who cannot come into this thing at all. But the manufacturers and — 
similar big business institutions are going to go ahead on their own and we are 
not going to stop them, nobody is going to stop them, and as I see it they are 
going to do that within the next two or three years ir spite of everything we can ~ 
do. It is the primary producer who is the man who is going to pay for this 
thing, and we have got to find some way of carrying those benefits down to him. 

The Cuairman: Well, Mr. Ferrie, it was for that purpose that this committee — 
was set up. | 


Mr. Ferrie: Sure. | J 


The CuHatrman: You have put your finger on the problem which the com- — 
mittee has before it to solve, and in order for us to be able to deal with it the © 
logical thing for us to do is to make a study of what is being done in other © 
countries to solve the same problem, and it will be of particular interest to us — 
to find out what the United States are doing. When we consider that country ~ 
we will be getting closer to a solution of the problem which you have just out- — 
lined. I therefore suggest to you that discussion of this kind should be reserved — 
until we have completed our study of all possible angles of application and all — 
possible solutions, and then we will try to get together in a friendly way, and I ~ 
hope without any political difficulties, to arrive at a solution of the problem ~ 
which faces our country. ; } 


Mr. MacInnis: Whatever the results of the deliberations of this committee 
may be I am sure of one thing. and that is that the people of Canada know — 
very well that they are going to pay for what they get and anyone who does not — 
know that will soon find it out. | * 

The CuHatrMan: You are right there. F 


Mr. MacInnis: Our position is a little different from that of New Zealand 
in that we have to take into consideration not only the ability of the country 
to pay, to finance the scheme, speaking federally, but we also have to consider — 
the ability of the provinces to finance their share of it. That is all I want to— 
say. ae 


The CHAIRMAN: Yes, of course, we will have to consider that and that 


would be one of our major problems. an 


fo Mr. Larne: But we will hear about all of these things in an orderly fashion, 
ope. ‘a 


The CuairMAN: Of course, yes. 
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2 hte BENIDICKSON: gh think, ‘Mr. Chairman, we ought to have an opportunity 
‘of discussing section 4, financing the program, which will be found on page 17. 
re we going to go into that? 

- The CuHatrMAn: I believe we did study that very thoroughly yesterday, — 
Mr. Benidickson. 

Mr. Benipickson: I was absent from the committee and I just wanted to 
ask about that because I had a few questions to put on that section. 


The CuHartrMAN: I believe we went into that quite thoroughly yesterday. 
; Mr. SmirH: Are we going to get any information as to the other pension 
schemes in operation in Australia and New Zealand? . 
; The Witness: We will try to get that for you, Dr. Smith. I might say that 
-about all we can do is to ask for information in that regard from the offices 
of the high commissioners here at Ottawa. 
— -Mr, Smirit: I should think that would be enough. 
. The CHairRMAN: All right then, gentlemen, we will meet tomorrow morning 
at 11 o’clock in room 497, and then we will study the schemes in operation in 
Beiwreden and Denmark. L might say that in the opinion of Dr. Davidson one 
~ meeting should be sufficient to deal with both of them. If we are able to do 
that it would mean that we would not need to sit on Friday. Then, on Monday 
we will go ahead with the memorandum on the United States which I under- 
_ stand will be ready at that time. 


The committee adjourned to meet again tomorrow, April 27th, at 11 a.m. 
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ORDER OF REFERENCE 
Extract from the Minutes of Proceedings of the Senate 
for Wednesday, 27th April, 1950 — . 
With leave of the Senate, and—- 
On motion of the Honourable Senator Robertson, it was— 


Ordered, That the name of the Honourable Senator Fogo be sei aiee for 
that of the Honourable Senator Stevenson on the list of Senators appointed t 
serve on the Joint Committee of both Houses of Parliament on Old Age Seourity, 
and— 


ps ‘4 


That a Message be sent to the House of Commons secontnele * 
L. C. MOYER, 
5 Clerk of ihe Senate. 
\ 
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MINUTES OF PROCEEDINGS 


THourspay, April 27, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 11.00 am. Honourable Senator J. H. King and Mr. Jean 
: Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Also present: 


The Senate: Honourable Senators Burke, Farquhar, Fogo, Ferland, Hurtu- 
- bise, Vaillancourt. 


h The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, Blair, 
- Brooks, Brown (Essex West), Cannon, Corry, Cote (Verdun- La Salle), Croll, 
- Ferrie, Fleming, Homuth, Knowles, Laing, MacInnis, Picard, Pinard, Richard 
(Gloucester) , Robertson, Shaw, Smith (Queens- Shelburne), Weaver, Welbourn. 


FA In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare, and Mr. J. 
_ W. Willard, Director of Research, Department of National Health and Welfare. 


Mr. Willard was recalled. He presented a memorandum on the Old Age 
Income Security Program in Denmark. It was ordered that the memorandum 
be taken as read and printed in this day’s Minutes of Evidence. 


Examination of Mr. Willard on the said memorandum followed. 
_. Mr. Willard then submitted a similar statement relating to Sweden which 
_ was also taken as read and appears in this day’s Minutes of Evidence. 


The witness was further examined. 


In the course of proceedings Senator King was active Chairman for a time 
_ during the absence of Mr. Lesage. 


% At 1.00 p.m., witness retired and the Committee adjourned to meet again 
on Tuesday, May 2rav. Le. 00; a.m. | 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Howsk oF Commons, 
April 27, 1950. 
The Joint Special Committee of the Senate and the House of Commons on 


Old Age Security met this day at 11 am. Hon. J. H. King and Mr. J. Lesage 
_ (Joint Chairmen) were present. Mr. Lesage, presided. 


The CHarrMan: Gentlemen, we have a quorum. 
Last night members received statements relating to Denmark and Sweden, 


and it seemed to be the general feeling that we could deal with both these 


statements at one sitting, so if we were to divide the time and devote one hour 
to each that would enable us to get through. Is that agreeable? 


a Some Hon. Mrmserrs: Agreed. 


4 Mr. Fiemine: We might want to spend a little longer on Denmiaee than 
we do on Sweden. I suppose the brief will be printed. 


The CHAIRMAN: Well, I am in the hands of the committee. 


Mr. Fuemine: We might Sees with Denmark until 12 o’clock wag then 


go on with Sweden. 
A The Cuatrman: That was my suggestion. Mr. Willard suggests that he 
will just give us a resume as to the situation in Denmark, and then after he has 
gone through the memorandum questions can be asked on the whole scheme, 
and then we will do the same for Sweden. Is that agreeable to members of the 
committee? 
Some Hon. Mremspers: Agreed. 
The Cuatrman: And I would suggest that at this point the brief with regard 
to Denmark be entered in the record, and then when we come to Sweden the 
brief on that country will be put in at the proper point. 


OLD AGE INCOME SECURITY PROGRAMS 


DENMARK 


RESEARCH DIVISION DEPARTMENT oF NATIONAL HEALTH AND WELFARE 


Ottawa, March, 1950 
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I. INTRODUCTION “halk Ceara s a 


A hitherto untried method of income maintenance for the aged was adopted 
by Denmark in 1891 through the introduction of a national, non-contributory — 
old age pension program. Prior to that time, the income maintenance program — 
for the aged in Denmark, and in most other countries, was limited to the 
provision of poor relief through local authorities ; the one exception was Germany — 
where a system of compulsory and subsidized saving against old age had been 4 
developed. ‘The non-contributory pension scheme that was introduced in ~ 
Denmark was conceived as a means of minimizing the stigma associated with 
assistance through poor relief, by providing pensions as a matter of right to all | 
needy aged. q 

By the social reform of 1933, Denmark’s old age pension scheme was — 
integrated, without changing its non-contributory basis, into a comprehensive 
social security system under a single government department, the Ministry of — 
Social Affairs. Other income maintenance programs included in the system — 
were: invalidity insurance, sickness and maternity insurance, workmen’s com- : 
pensation and public assistance. bs 

The old age pension scheme now operating, a means test program, is — 
governed by the National Insurance Act of 1933, as subsequently amended. — 
Pensions are provided to eligible males 65 or over and to females age 60 or over. — 
The pensions provided consist of three parts: basic pensions, which are payable — 
on a means test to all citizens who meet certain primary qualifications concerning — 
age, character, and membership status with respect to the national sickness ~ 
insurance program; supplementary pensions, payable to pensioners meeting — 
additional qualifications respecting age, dependent children or deferment of — 
pension applications; and special supplements, payable to pensioners under ~ 
special circumstances. The present pension scheme is financed entirely from — 
public revenue derived from general taxation at the national and local levels. 

The old age pension scheme is closely related to the scheme providing 
invalidity pensions, the same basic rates being paid for both. Medical and 
hospital care for both age and invalidity pensioners is available under the — 
national sickness insurance program. Under the Public Assistance Act, local 
authorities are responsible for the provision of medical and hospital benefits to @ 
pensioners ineligible for benefits under the health insurance program. 4 


In 1947 there were 212,000 persons, or 40-5 per cent of the total population — | 
age 60 years and over, in receipt of old age pensions. (1) | 


II. OLD AGE PENSIONS 4 


Basic old age pensions are payable to males 65 years or over and to females — 
60 years or over, who are Danish citizens, are of “good” character as defined — 
under the pension act, and are contributing members of the national sickness — 
insurance scheme. 


Pensions are paid at full or reduced rates depending on the income of 
recipients as assessed under the Act. The pensions also vary according to j 
marital status and domicile, the latter adjustment being effected by different — 
pension rates, based on the cost of living, being set for Copenhagen, provincial — 
towns, and for rural districts. In 1947, approximately 185,000 old age pensioners, — 
or about 87 per cent of the total number of old age pensioners, received full 
basic pensions. In the same year about 26,500 pensioners or 13-5 per cent of — 
the total number of old age pensioners received reduced basic pensions. 


(*) Orla Jensen, Social Services in Denmark, Copenhagen, 1948, p. 50, 
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1. INcoME QUALIFICATIONS 


To receive the full basic pensions shown in Table I following, the annual 
income of pensioners, after deduction of general income tax and health insurance 
contributions, must not be in excess of 50 per cent of the full basic pension. 
For pensioners whose incomes are in excess of 50 per cent of the full basie 
pension the pension is reduced by 60 per cent of the first 500 crowns (1) in 
excess of the maximum income allowed for a full pension, and by the full amount 
of any income in excess of the first 500 crowns. In addition, if the applicant 
receives a pension from state or local authorities, a further reduction of 20 per 
cent of the amount by which the pension exceeds the basic old age pension is 
made. In cases where a person’s excess income exceeds a certain specified limit 
(believed to be an amount that results in the basic pension being reduced to less 


ele 
a 


than one-twelfth of the full amount), the pension may be withdrawn. 
Z Table I following shows the full basic pension rates for the three cost of 
living areas in 1949. 


TABLE I 


Fuut Basic Pension Rates sy Cost or Living AREAS AND Marita Status, 1949. 


Full 
Marital Status and Cost of Living Area Basic 


Pension 


—- als 
pte te 


Py ; Ko (Crowns) 

_ Married Couple, both eligible— 

; Sr mI aye un On CRmmC Rhde Mei wie ete NE eer ee OS EOS op yee Sy iia len ee 2,496 

he Me meee Ro WT Meee Wr va ANA Worle SRA Soa t/a ao HAA ahs falco ahale he yin, CNR Cicheta faidi ds vad eine 2,196 

; : eee) chro ta ers) vay eke aban Mena is Per cee eS a a he 1,848 

__ Single Pensioners— 

s 0 AI URE OS SES I Pe ny eRe Mi eA ee fal CRN Ae TA A 1, 668 
RETR RET Ay CUTiNa heise ar 8 Yee ere ee eS ha he chances aie kw le a gee 1,464 

a PCO RD RLS Oto ie. Pe ceteea enone nies Sem eo cred Fe ON a tte Sys 23 5, ag ag one oa eo 1, 236 

ha) 

7 4 Source: Federal Security Agency, Bureau Report No. 16, Washington, 1949, p. 24. 

’ 

& In assessing the income in excess of the maximum allowed for a full basic 


pension, 480 crowns or one third of the annual amount received from private 
i pensions, annuities, or other such sources, whichever is greater, is disregarded, 
4 up to a maximum of 880 crowns. In assessing income from bequest or other 
= more regular support, 220 crowns or one third of this income, whichever is 
_ greater, is disregarded, up to a maximum of 430 crowns. 


¢ B 2. SUPPLEMENTARY PENSIONS 


4 The pension scheme provides that the basic pensions may be increased by 
_ supplementary allowances. ‘These supplements consist of four types, deferred 
_ application supplements, dependent children supplements, age supplements and 
Ee special supplements. 
3 (a) Deferred Application Supplements. These supplements are available 
& to persons who do not apply for old age pensions at the pensionable age but 
wait until some later time. For persons who do not apply for a pension until 
> they are between the ages of 67 and 70, the supplement amounts to five per 
a cent of the basic old age pension; for persons waiting until age 70 or over, the 
supplement is equal to 10 per cent of the basic pension. 
3 (b) Dependent Children Supplements. Pensioners who maintain children 
under the age of 15 are eligible for an annual allowance. 


(1) The rate of exchange, as of April 1950, was 1 Danish crown equals 16: ss Canadian 
cents. 


one: i ba bap i, . 
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(c) Age Supplements. Pensioners who are age 80 or more are eligible for 

an annual age supplement oi eight per cent of the basic pension payable to 
single persons. Co ar 
(d) Special Supplements. Where special circumstances warrant it, basic 
pensions may be increased for fuel, clothing and personal needs. The total 
amount that may be paid annually in the form of special supplements is limited — 
by regulation to not more than 15 per cent of the basic pension. J 4 
The amounts of the supplements payable in 1949 were as shown in Table II 
following. . 


TABLE II 


SuppLEMENT Rates BY Cost or Living AREAS AND Marita Status, 1949 


Amounts by Cost of Living Areas , 


Copenhagen Provincial Towns Rural Areas” 
Soho a 


Type of Supplement SS. | — 
oe . Married Single | Married Single Married Single 


couple |pensioner | couple | pensioner} couple | pensioner 


(Crowns) Nr (Crowns) Grown, (Crowns) (Crowns) — 


RV Ke ee OR et Cae nN Beek ae ak TREK PE OE 112 112 110 110 110 110; 35 
(COR NTU Naked Vea setae UR ah DE Pater ee ng aaa eat A Dik 139 244 122 205 103 
POOTSION Cosi eel een Eo San etre nd cag ne eae 192 120 168 108 132 96 
ependeateGbildren. hooey od BOO ae Ske Nees 30) i bees a aa 312 ha ee u 


Source: Federal Security Agency, Bureau Report No. 16, Washington, 1949, p. 24. 


3. Maximum Otp AGE PENSION RATES 


The maximum amounts of old age pensions, that is, full basic pensions plus 
the supplementary allowances, paid in 1949 were as indicated in Table III 
following. Some idea of the relationship between the maximum pension rates 
and wage levels may be obtained from the fact that in 1944 the maximum ~ 
pension payable to a single pensioner in Copenhagen was equal to about 25 per 
cent of the annual wages of an unskilled male worker in full employment, and 
to about 33 per cent of the annual wages of an unskilled female worker. (1) 


TABLE III a 


Maximum Pension Rates (Basic pLus SuPpPLEMENTARY AMOUNTS) BY Cost or LIvING 
AREAS AND Maritat Stratus, 1949 


— 


Maximum Old Age Pension Rates by Cost. 
of Living Areas Y 
Marital Status 


Copenhagen | "Towns | Districts 

(Crowns) (Crowns) (Crowns) 4 

Married Couples, both eligible........................ 3,497 3,078 2,607 = q 
nian Pardionens. Wi ait alts aoe So 2,039 1,804 1,545 


Source: Federal Security Agency, Bureau Report No. 16, Washington, 1949, p. 24. 


4. SUBSTITUTION OF CARE FOR PENSIONS 
i. 


Maintenance in a home for the aged may, if preferable, be substituted for 
a cash pension. Pensioners maintained in such homes must relinquish that 
amount of their annual income which is in excess of the specified income limit 
for their area of residence. In 1948, there were 510 public homes for. the aged 


i 


(@) Social Denmark, Social Tidsskrift Copenhagen, 1947, p. 66. | 
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with accommodation for approximately 13 000 persons, while in the same year 
it was estimated, that private institutions had accommodation for another 4,000. 
q The great majority of persons in these homes were old age pensioners. ‘1? 


Ill. FINANCING 


Old age pensions in Denmark are financed entirely by public revenue raised 
_ through general taxation at the national and local levels. The National Govern- 
ment pays % of the total cost while the local government pay *4. Respon- 
sibility for pension payments lies with the local governments, with the National 
- Government refunding part of the cost. The National Government’s share of 
_ the cost is authorized annually under a separate act (The Finance Act). The 
cost at the local level of government is distributed among the individual com- 


The formula for the division of cost is such that the communes-of-residence and 
_ the communes collectively pay 4 of %, respectively, of the total cost at the 


In 1945-46, the latest year for which information is available, the total 
_ expenditure on old age pensions was 256 million crowns, of which the National 
- Government paid about 146-3 million crowns and the local government about 
— 109-7 million crowns.) Unfortunately, information on the total social security 
expenditure in Denmark in 1945-46 is not available and, therefore, it is not 
ia possible to indicate what percentage of the total expenditure on income mainten- 
> ance schemes was expended on old age pensions for that year. This information 
is available for 1943, however, and in that year out of a total expenditure of 

564-6 million crowns on income maintenance programs approximately 206 mil- 
e lion crowns or 36:5 per cent of this total was expended on old age pensions. 
_ The National Government contributed 1138-5 million crowns or 55d per cent 
of the total cost for pensions that year and the local governments contributed 
_ 92-5 million crowns or 44-9 per cent. 


‘ IV. ADMINISTRATION 

ey 1. Ar rue Nationay Leven 

= Responsibility for the administration of the old age pension scheme at the 
national level rests with the Ministry of Social Affairs, one of the departments 
of state within the central government. 

> 2. At tHe LocaL LEVEL 

: 4 Social committees chosen by the communal governments administer the 
scheme at the local level. These committees, after receiving pension applications 
_ and determining the appropriate rate of benefit, make the pension payments in 
accordance with the regulations of the National Insurance Act. In addition, the 
committees are charged with pe Para uscuans of pemeone where ene ee 
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. Act: Social Insurance (Amendments), Dated 4th July, 1946, Legislative 

_ Series, International Labour Office, 1946-Den. 1. 
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The CuarrMan: I will now ask Mr. Willard to take the stand and proceed 
with his submission. 4 


cs 


Mr. J. W. Willard, Research Director, Department of National Healthil 
and Welfare, recalled: | 


The Wirness: Mr. Chairman and members of the committee: I would like 4 
to preface my remarks by setting forth the essential features of the scheme in 
Denmark and then to make a few observations on certain aspects of that 
scheme which I think might be of interest to the committee, and finally, we 
might as the chairman has suggested have questions on the brief as a whole. 

As has been mentioned previously, Denmark was the first country to enter 
the field of non-contributory old age pensions, back in 1891. That scheme has — 
remained intact until today, and in 1933 it was integrated with a number of 
other social security programs. 

The retirement age is sixty-five for men and sixty for women, at which ages: } 
the pension is payable on a means test. There are two types of pension: the 
basic pension which is varied according to cost-of-living areas, and supple- — 
mentary pensions. The supplementary pensions are of four types; firstly, a 
pension for deferred application, which means that if a person delays application 
for a basic pension until the age of sixty-seven he will receive an additional © 
5 per cent of basic pension; if he defers application until the age of seventy he. 
will receive 10 per cent; the second feature of the supplementary pensions is_ 
the fact that they pay a bonus of 8 per cent for gee who reach the age — 
of eighty; the third feature is that they provide a special allowance for dependent — 
children of pensioners providing the dependent children are under the age of 
fifteen; and the fourth type of supplementary pension is known as a special — 
supplement which is made available under special circumstances for the prog 
vision of fuel, clothing and personal needs. 


(Hon Mr. King assumed the chair.) 


The scheme is financed through general revenues by national and 1Scall 
governments on the basis of ths national and *ths local. With regard to the 
local share there is an intercommunal refunding system. — 

Now, I think there are certain features of the Denmark scheme which may 
be of special interest to the committee. In Canada we have provided a flat 
rate benefit under our old age pension program. Earlier in the sessions of this’ 
committee the question was raised as to whether that flat rate is equitable 
throughout the whole of Canada. With a flat rate pension you have the problem 
that it may be adequate in some areas and inadequate in others, depending 
upon the cost of living in those various areas. In our unemployment insurance 
legislation we have tried to overcome that difficulty by having graded benefits; 
and these benefits are related to the contributions which are also graded; thus 
the ‘benefit rates, to some extent, reflect the income level of the beneficiary. 
Under the social insurance schemes of the type to which we are accustomed in 
Canada and the United States benefits are related to the rates and duration of 
contributions, as for example in the case of the old age and survivor insurance 
in the United States, or under a graded system of benefits such as unemployment 
insurance in Canada. These schemes, to some extent, adjust the benefits to the 
income of the individual in terms of his previous earnings record and to ditiera 
income areas. 


Denmark pioneered in the flat rate benefit field but they have added certalil 
features to try to overcome the difficulties that arise from the flat rate benefit. 
One approach which they have used is to provide pension rate differentials 


~ 
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according to cost-of-living areas. They have divided their country into three 
_ cost-of-living areas; Copenhagen which is by far the largest centre in the country, 
_ the provincial towns and the rural districts. You will notice on page 4, table 1 
that variations in the basic pension rate according to the cost-of-living areas 
are set out. There is of course a variation according to the marital status of 
the pensioner, as is the custom in most countries; but there is this added 
feature that they have divided the country into cost-of-living areas and provide 
pension rate differentials. 
: You will recall that when the question of the adjustment of the pension 
rate with changes in the cost-of-living index in Australia was under discussion 
I suggest that in some instances the cost of living does not move in the same 
direction in all parts of the country and that if you start to adjust the flat rate 
benefit to a general cost-of-living index you might produce hardship in some 
~ areas of the country if the general index fell while the cost of living in certain 
areas remained the same, or rose, or did not fall to the same degree as reflected 
in the general index. I suggested also that if you start to vary the pension 
rate in accordance with different price movements within the country you will 
end-up in time with differentials in the pension rate for different parts of the 
country. Now, Denmark does not adjust its basic pension rate regularly in line 
with changes in a cost-of-living-index; rather they have divided the country 
into three cost-of-living areas, and then have set a flat rate basic pension for 
each area. 
' The second point that I thought would be of particular interest, and it is 
related to the one that I have just been discussing, is the fact that a flat rate 
pension is often insufficient to meet the basic needs of an elderly person and 
that there may be instances where supplementary aid should be provided. Now, 
the Denmark scheme introduced this principle of supplementary benefits in an 
effort to overcome cases of hardships. In table 2 on page 6 you will see a 
summary of the different types of supplementary payments. “You will notice 
that these supplements also vary according to the cost-of-living areas. You 
will see that a special supplement is payable for fuel, and another for cloth- 
Ing. The third item, pension, includes a rough approximation of supplement 
which is the special provision whereby the pensioner who reaches the age 
of eighty receives a bonus of 8 per cent and the deferred supplement which is 
the feature whereby a bonus is provided for deferred application. The fourth 
. ee is the provision for dependent children. In some instances it is a hardship 
“upon an elderly couple to maintain a dependent child. Denmark has tried to 
minimize the hardship with a special supplementary pension. 
t The third feature which I think deserves attention is the question of 
‘retirement age and the provision of the deferred application supplement. One of 
_ the basic problems that we face today in the provision of old age income security 
is the fact that our population is ageing and that the cost of that program will 
increase in the decades immediately ahead, and that the proportion of working 
~ population to support that aged population is expected to become relatively 
smaller. Advances in public health and medical science have resulted in people 
living longer and they need in their later years either gainful employment or an 
~ adequate income and satisfactory recreational provisions. In our industrial 
society the age of sixty-five has become firmed as a retirement age upon which 
many of our private pension plans are being based. Many countries in years 
_ past have accepted the age sixty-five for use as the retirement age; but the 
_ problem that we have seen both from the point of view of the individual and’ 
from the point of view of the nation is what is the most satisfactory retirement 
| age. Some psychiatrists consider that it would be desirable for elderly persons 
to keep on working as long as possible even if it. has to be on a part-time basis. 
- Thus from the point of view of the mental health of the individual every 
encouragement should be given to a person to continue working. From the point 
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of view of the cost of a national pensions program it is of course obvious that the 
lower the retirement age set tue more costly the program will be for the coun ry 
as a whole. Denmark’s approach to this question under ‘a means test scheme 
has been to place a bonus upon deferred applications. When we come to study, 
Great Britain we shall see how a bonus is placed on deferred retirement under 
a non-means test insurance scheme. But I would submit, Mr. Chairman, that 
encouragement of deferred application and/or deferred retirement is a funda-— 
mental question in any consideration of old age income security. The procedure 
adopted in Denmark is that if the individual defers application until age sixty- 
seven the basic pension will be increased by 5 per cent; if he defers application 
until age seventy the basic pension will be increased by 10 per cent. 5 
I think, Mr. Chairman, that that sums up the over-all scheme and brings | 
up a few points of interest. I would like to mention one or two statistical facts 
which also may be of interest. On page 2, the last paragraph. it is stated that in 
1947 there were 212,000 persons, or 40-5 per cent of the total population age 
sixty years and over in receipt of old age pensions. The figure that appears 
on page 2 I think is unfair because it includes men between the ages of sixty and 
sixty-five, who would not be eligible for pension so I would like to suggest this 
amendment. If you take the 1947 population and the number of males sixty-five 
and over and the number of females sixty and over for that year the percentage 
participation was 44 per cent. The only figure that we have indicating the 
proportion of the cost of old age pensions and other, social security expenditures 
is for 1943, and in that year old age pensions represented 36-5 per cent of social 
security expenditures. r 
By Mr. Richard: | a 
Q. Is there any way of ascertaining what proportion of those who receive 
pension are deferred pensioners?—-A. I am sorry, sir, we have no information 
on that point, but we will try to obtain it. I think it would be of interest to ge 
the proportion. ¥ 
Q. And I understand they have a pension for invalids?—A. Yes, the invalid 
pension scheme was grouped with the old age pension scheme as it was earlier 
in Australia; when the program was introduced in Australia it was an old age 
and invalid pension scheme, and you will find this development in many 
other countries. | ’ 
Mr. MacInnis: But the old age pension is just a part of the complete social 
security plan? 


_ The Wirnuss: Yes, they have a number of other social security programs 
which are, of course, mentioned earlier in the brief, on pages 1 and 2. 4 
Mr. Ricuarp: And the old age pension takes in only a percentage of all 

the social security benefits? .. 


The Witness: Yes,-it is 36-5 per cent of the cost of all social security 
expenditures. | 


Mr. Ricuarp: That would include invalids and things like that? 
The Witness: Yes. a 
Mr. FLEeminc: Might I ask a question about deferment at age seventy 
and deferment at age eighty? Does this arise out of the exercise in some official 


way of an option, or simply if they fail to apply for a pension at the pensionable 
age of sixty-five or sixty. a 


The Wrrnuss: If an individual does not apply before age sixty-seven and 
then applies at age sixty-seven he qualifies for the deferred supplement. By 
deferring his application the applicant has the 5 per cent added to his basic 
pension. ie 
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Mr. Fuieminea: I see. In other words, he is not prevented from changing 
-his mind during that five-year period in the one case or during the fifteen-year 
"period in the other case. He gets that extra advantage if he defers his application, 
_ but there is nothing to prevent him from changing his mind. 
Mr. Crouu: Suppose that instead of taking it at age sixty-seven he wants 
to take it at age sixty-six? 
The Wirness: He would then get his basic pension at age sixty-six. 
Mr. Crotu: He would lose out on that? 
The Wirnsss: Yes. 
- Mr. Fiemina: Is that right? Isn’t that dated back? I understood from 
your answer that that was dated back from age sixty-seven? | . 
The Witness: No. 
Mr. Brown: I think you said that if he deferred his application until age 
_ sixty-seven he would get a bonus of 5 per cent, and if he deferred it until 
age seventy he would get a bonus of 10 per cent; and then at age eighty he 
would get a bonus of 8 per cent. Let us take that additional 10 per cent at 
age seventy; does that mean that at age sixty-seven he would get 5 per cent 
_ additional, that if he waits until age seventy he will get not only the 5 per cent 
- but a further 10 per cent additional? 
, The Witness: May I put it this way, Mr. Chairman; if a person retires 
at age sixty-five or age sixty-six he receives the basic pension; if he retires 
at age sixty-seven, sixty-eight or sixty-nine, he receives the basic pension plus 
5 per cent; if he retires at age seventy or over he receives the basic pension 
plus 10 per cent of the basic pension. 


: Mr. Crouu: Not 5 and 10? 
The Witness: No. 


Mr. Fiemine: I would just like to go back to that point for a moment and 
put it in the opposite way. Let us suppose that when he comes to pensionable 
- age he decides that he will wait for a time and then he changes his mind; let 
us say to follow that up, that instead of. waiting the full five-year period he 
_ applies for his pension, is that benefit retroactive? 

a The Wirness: No sir. 

_ Mr. Fiemine: Then he has lost it; it has gone for all time? 

| The Wrrnesss: That is right, sir. 

Mr. Brnipickson: I wonder, Mr. Chairman, if Mr. Willard would work 
~ out for us a table to show the application of these pension rates for the several 
age groups so that we would be able to see when he was eligible to receive a 

bonus. 3 
s The Witness: Mr. Chairman, we could work out the annual value of his 


pension at different age levels to Sais the committee to see the difference in, 
value of an individual retiring at different ages in Canada. 


ie 


By Mr. Brown 

@. Could I go Grthee into this deferred application? You say that at age 
4 - eighty he gets a bonus of 8 per cent. Does that mean that he gets his basic 
pension plus 10 per cent because he deferred his application until seventy or 
after, plus a bonus of 8 per cent?—A. It is 8 per cent of the basic pension. 
Mr. Brown, if he is over age eighty, and he may already be receiving 10 per cent 

4, if he deferred application for retirement until age seventy. 
Q. And if he waits until age seventy before he puts in his application he 
Bets 10 per cent additonal?—A. That j is right, sir. 
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Q. And then you say that when he becomes eighty years of age he gets a0 
additional 8 per cent?—A. Eight per cent of the basic pension In addition, but no t 
8 per cent of the 10 per cent; that is all [ am saying. — | a 
Q. He gets—? —A. 8 per cent of the basic pension. He may already be 
receiving 10 per cent of the basic pension because he deferred application until y 
seventy years of age-—A. He therefore gets his basic pension plus 10 per cent of 
basic plus 8 per cent of basic?—A. That is right. 
Mr. Ricuarp: Why not call it 18 per cent? 
Mr. MacInnis: It is 8 per cent of the basic pension. for a single person. | 
Mr. Fupmrnc: In the face of what you said, is it not a fair conclusion that — 
there is not very much inducement to defer an application, because if @ man 
defers he is risking his own death before he reaches the five, the ten, or the later — 
period and he is gambling as well on the loss of the pension up to that point? 
So, if a man qualifies under the means test, he is not going to wait until that later — 
period in the hope of qualifying for the later pension? 4 
The CuairMAN: Except that he may be a man who is earning good wages 
at 65 years of age and he prefers to keep on earning those wages and go on to 70. | 
Mr. Ftemine: But the only man I am speaking of, Mr. Chairman, is the ~ 
man who qualifies under the means test, not the man who is working and does © 
not qualify under the means test. I say that the former man is not going to 
wait and risk death. , é 
The CHAIRMAN: If he required his pension, I do not think he would wait. | 
The Wirness: If the individual needs the pension, I do not think that an ~ 
additional 5 per cent would make him wait. ’ 
On the other hand if he has a position which is bringing him in some income ~ 
and he is, let us say, 66 years of age, it may be a question of carrying on with — 
that Job for the balance of the year to get the 5 per cent; it might provide — 


sufficient incentive for him to carry on in his employment for this further period 
of time. 


By Mr. Fleming: 


Q. Can you tell us a little more about the operation of the means test? Is 
there any deduction made in respect of income or property where a man is under 
the maximum allowable outside income?—A. Discussion: of the means test 
commences on page 3; it outlines the income qualifications which apply to the — 
basic pension. The extra five or ten per cent for deferred application is based 
upon the basic pension provided. A pensioner can have an allowable income ~ 
up to 50 per cent of the basic income; and then, on income over and above that 
allowable limit deductions are made; it is reduced by 60 per cent of the first — 
500 crowns, which would be 300 crowns if he received an additional 500 crowns. — 
The amount of pension is reduced by any further income over 500 crowns by — 
the amount he receives over that limit. ~ a 

Q. That section does not mention the matter of property ownership—A. At — 
the top of page 5 it states that: ‘al 

In assessing the income in excess of the maximum. allowed for a full 
basic pension, 430 crowns or one-third of the annual amount received from — 
private pensions, annuities, or other such sources, whichever is greater, 
is disregarded, up to a maximum of 880 crowns. In assessing income from — 
bequest or other more regular support, 220 crowns or one-third of 
this income, whichever is greater, is disregarded, up to a maximum of 
430 crowns. a 


Q. That is all income. You are not in a position to give us, I take it, any 
more information about property?—A. Only in so far as it says “or other such — 
sources”, but that would probably refer to income. We have no further informa- — 
tion about property. fet 


a 
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: Q. It is all income. I have a question with respect to table 2.. I suppose 
the same would apply to table 3? No, not table 3; that is quite clear. But 
_ table 2 speaks of “supplement rates” _ while table 3 is headed “maximum: pension 
rates”. Are the pensions on table 2 maximum supplements?—A. Yes. 


By Mr. Benidickson: 
Q. What is the prevailing exchange rate?—A. In Table 2, fuel, clothing, 
and dependent children supplements are at maximum rates. 
@. No. I mean the value? 
The CuairMan: Just a moment, Mr. Benidickson. Please let the witness 
finish his answer. 
The Wirness: The ‘pension’ item that is shown in table 2 is, so far as we 
know, actually an average that has been taken of the age and the deferred 
supplements, in order to give a tabular presentation, so that it really does not 
hold. 
By Mr. Fleming: 
i Q. You are now speaking of table 2?—A. Of table 2; in order to give a 
_ tabular presentation these have been averaged, and the item ‘pension’ includes 
both the deferred application supplements and! the age supplements. 


By Mr. Laing: 

Q. All of these are valued according to need?—A. That is right. 

Q. Representations are made by recipients in respect to each separate item? 
—A. That is right. 

Q. Then this is one of the most vicious means tests we have ever seen, if 

_ the person needs a pension. 

Dr. Davinson: It is in fact a means test first of all, and on top of that it 
is a needs test. 

Mr. Knowuss: There is a means test for the basic amount and: where one 
can establish a greater need, a supplement is available on a needs test? 

Dr. Davipson: That is right. 


By Mr. Fleming: 
Q. These are maxima shown on table 2?—A. That is correct, sir, in so far 
as supplementary rates are concerned, with the exception of the item of pensions. 


By Mr. Knowles: 
; Q. If a supplementary rate is granted, the amount of it varies from 1 crown 
up to 112 crowns in the case of fuel?—A. That is correct. 
Q. May I ask a question in respect to the deferred application supplements, 
_ whether there is any difference with respect to the limit? Let us say a man 
_ goes on pension at the age of 65, but by deferring 2 years he gets a bonus, and 
let us say that a women goes normally on pension at 60 years of age; does 
_ she have to wait 7 years for the same bonus?—A. The answer to your question, 
_ Mr. Knowles, would be that she would have to wait for that period of time. 
The age provisions for the deferred application supplements are set down at 
67 and 70. 
Q. Is there any other provision with respect to the age deferment? For 
_ example, in New Zealand, when a man reaches a pensionable age and his wife 
is younger, the board may, in its discretion, grant a further pension to the 
man as well. As I understand it, it would do so automatically. Is there any- 
_ thing comparable in this picture? Suppose the man is 65 years of age and his 
_ wife is only 55 years of age, what would happen?—A. I have no information 
' readily available on that point, sir. But my understanding of it is that, there 
is no provision for it under the old age pension program. 
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Q. May I ask another question in respect this time to the financing of the 
plan, unless I am going too far afield? Do I understand that there is no special — 
class or old age pension granted, and that the old age pensions and all the — 
various supplements to them are financed out of general revenues collected from — 
income taxes and so on? And is it also clear that there is no relationship between 
the pension that is received and any tax that is paid, but that there is an — 
additional requirement that you have to have been a contributor to the sickness — 
insurance scheme?—A. It is required that if you accept the old age benefit or © 
pension, you have to pay your dues in a sick club, which provides you with © 
certain health insurance benefits. But the payments to the sick club relative © 
to the cost of service provided are only nominal. a 

Q. Is membership in a sick club compulsory?—A. Compulsory if you — 
receive the old age pension. ! “4 

By Mr. Bendickson: aD, 

Q. You say that the fee is nominal. Do you know, in fact, what the — 
fee is?—A. For the year 1942-43 the health insurance was financed on the — 
following basis: 13,878,000 crowns were paid, by the communes; 24,072,000 © 
crowns were paid by the State Government; and 68,721,000 crowns were paid by 
the insured through their sick clubs. Of the total cost of the health insurance ~ 
you will note that the insured carry a considerable proportion of that cost but — 
that the state and the communes also contribute substantially; thus only part 
of the cost is paid through the sickness societies or the sick clubs. y 

I am sorry, Mr. Chairman, but I do not have the exact contribution that — 
is made by a pensioner to the sick clubs. However, I do have the figures here for | 
a worker, and it would appear that the contribution would be equal to two or — 
three days’ wages of an unskilled worker; that would be two or three days’ wages — 
in a year of an unskilled worker, and on that basis, Mr. Chairman, it would not — 
be a very considerable amount. 3 


By Mr. Knowles: | 4 

Q. May I clear up one point. I think you stated—and it caused me some q 
surprise—that it is compulsory to hold membership in a sick club. Would that — 
be membership prior to going on pension, or would it be membership only when — 
you do go on pension? The statement on page 3 says that in order to go on — 
pension you have to be a contributing member to the national sickness insurance 
scheme. Have I made my question clear?—A. I think, Mr. Chairman, that can 
be explained by the fact that there are active and passive memberships in these ~ 
clubs; and it is a requirement that everybody 21 years and over have a passive — 
membership, which is a nominal membership in the club. Active membership — 
requires a contribution, and it is a requirement of a person applying for old age — 
pension. Passive membership in‘the club is a non-contributory membership — 
in so far as health insurance protection is concerned, .and if you are a passive — 
member you are not entitled to all the health insurance benefits provided active — 
members. ‘] 


Mr. Fiemrine: I am getting rather a bit confused on this point. Could you — 
clarify it a little more in relation particularly to the second part of the first 
sentence on page 3? : i” 


The CHAIRMAN: I understand that Dr. Davidson would like to help in the | 
clarification of this point. | : N 

Dr. Davinson: I do not know if I can keep that promise but I was going — 
to say that I think this is a pretty important point in terms of old age security — 
and in terms of the relation of the health insurance program in Denmark to their 
over-all program. Mr. Willard probably knows more about this than I do. 


But Denmark is one of the few countries in the world which have a voluntary 
health insurance program, i 
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Most Se the countries which endeavour to cover their entire population 
have compulsory health insurance and it is interesting to note how Denmark 
_ has succeeded as far as it has in terms of a broad coverage while maintaining 
_ what is in essence a voluntary health insurance program. 
Nf I think here, at least, is something in the way of a key to it. While they 
_ keep the health insurance program voluntary, they do in fact at the later end 
of life impose a type of sanction on a person and that is an indirect way of 
ensuring that a large number of the population do compel themselves to join 
_ voluntarily the health insurance program so that they will. subsequently , have 
a sure access to the means test old age benefit. 

I am not clear on the point beyond that, Senator King, but I do think it 
is an interesting peimt to explore a little further and perhaps, if Mr. Willard 
has not obtained the answer while I have been talking, it might be worth 

while giving him an opportunity for a little further supplementary informa- 
tion later on for the sake of the record. 

Mr. Knowt&s: I would like to know whether or not a person who qualifies 
for the old age pension has to have been a member of the sick club for any 
stated period of time pricr to the time he makes his application, or is it 
possible for him to join the club on the day that he makes his application. 


i Mr. Benipicxson: Or is it just having a deduction made from his old 
age pension to the extent of the dues to the sick club? 
aN, Mr. Fueminc: As an active member? 


Mr. MacInnis: I think I saw a sentence or two somewhere in the brief 
to the effect that the old age pensioner who is also contributing to the voluntary 
‘insurance scheme would be cared for by the national insurance scheme; and 

if he pays coniributions to it his care in sickness becomes the responsibility of 
the club or the local organization. 


The CuarrMan: You mean that he would not come under this pension 
scheme? 


By Mr. MacInnis: 


Q. Well, he would be eligible for old age pension but not for the sickness 
~ benefits? eas At May I just add a word further: in 1933 passive membership 
was made compulsory upon all who were not active members of a state 
approved sick club, and at the same time the right to old age pension—and 

also to invalidity pension—was made conditional on membership in a sick 
4 club. Thus, although the obligation on the one hand was confined to passive 
membership of the sick club, on the other hand it was extended to all mem- 
bers of the population whose health satisfied the conditions for that member- 
| ship; but the application does not involve an automatic active membership. 
Tf the insured deliberately allows his membership to lapse, thereby making 
_ himself unworthy of the help to self-help which society extends through its 
-grants to the insurance, he is debarred, either temporarily or permanently, 
from the benefits of the eu though in most cases he will still be obliged 
to pay the premiums; and, if he should need the insurance benefits, he would 
have to get them from the ordinary public assistance authority, with the legal 
disabilities thereby entailed. | 
By Mr. Brown: 
Q. How would you become a passive member?—A. They are all auto- 
matically passive members now, following that law of 1933. 

Q. Why passive?—A. Well, that is the terminology ‘they have adopted in 

~ Denmark. They are enrolled with the club but they are not contributing — 
: insofar as health benefits are concerned. In other words everybody is enrolled 
60931—2 
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but some are contributing for health insurance and some are not contribut ing 
for it, Those who are active members may receive certain health benefits, 
while those who are passive are not entitled to these benefits. i ac 

Q. Then everybody is a passive member basically? Basically they become 
passive members?—A. I understand under the present law that basically 
everybody now would be a passive member. A 


@. And as passive members they receive no benefits. But when they 
become active members, they get benefits?—A. That is correct, sir. 


By Mr. Fleming: 
Q. The active members could be likened to members of the opposition in 
the House while the passive could be likened to the government supporters? 


Mr. Brown: Oh, you do not know the present government. , 
Mr. Knowzes: But in that case the passive members would get some 
benefit. a 

The Wrrness: If I can provide further detailed information on this for 
the committee I shall be glad to do so. | 


By Mr. Benidickson: | , 
~Q. On page 4 you make reference to another pension from the state or 
local authority which might be the basis of a reduction in the basic pension, 
What type of pension are you referring to there?—A. Mr. Chairman, I shall 
iry to obtain the answer to that point. I raised this same question myself 
with some of my colleagues this morning and they indicated that the source 
from which they had obtained this material stated it in this manner and that 
they have not been able to obtain further information concerning the matter. 
Q. At the bottom of page 5 you refer to the supplementary pension that 
would be payable on the basis of dependent children. Does that include 
dependent grand-children?—A. Yes, sir. That would include any dependent 
children under the age of 15 who are dependents of an old age pensioner. —— 


By Mr. Brown: 


Q. And adopted children as well?—A. Yes, sir. If the children are depend- 
ents of the old age pensioner, there would be a dependent children’s supplement 
paid to the old age pensioner on behalf of those children. a. 


f 
.. 
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By Mr. Benidickson: 

@. On page 9 you point out that the old age pensions are financed entirely 
by public revenue raised through general taxation. Do you know whether 
any of the other benefits under their general social security scheme are paid 
for out of specific levies, or are they financed as well out of general taxation?— 
A. With the exception of health insurance to which I have referred and unem 
ployment insurance, most of the other social security measures are paid for 
out of general revenue and usually it is a combination of revenue from the 
national government and the communes. ‘a 

Q. I notice that the national government only pays about 55 per cent of 
the total amount of the pensions, while about 44-9 per cent is paid by the 
local administrations. Does the local administration have the decision as to 
deductions based on their means test procedures?—A. Mr. Chairman, I mentioned 
that the pensions are paid at the local levels and the local governments are 
reimbursed by the central government—could I have that question again! 

Mr. Know res: It seems to be answered on page 10. a 


Mr. Croutu: Yes, by paragraph two on page 10. 
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The Cuamman: Would it not be better to allow the witness to go on with 
his further explanation and then have questions rather than to ask questions 
in advance? 

The Wirness: I think, Mr. Chairman, I have concluded my statement. 


If there are no other questions, as it is now 12 o’clock, perhaps we should turn 
to Sweden. 


By Mr. Laing: 

Q. I would like to ask Mr. Willard for some comment on the provisions for 
local payments based on cost of living. I see there are some variables in the 
table there, I take it that is based on the part of the country in which the 
pensioner resides. Would there be an adjustment of the present amount of 


benefit for living in one place as contrasted with another?—A. I would think 


they would adjust those rates as far as possible in accordance with the different 
cost-of-living levels in the three areas. While there might be a differential 
between the three areas there would not be a great deal of advantage in moving 
from one to the other, but in special cases you might have a situation for example 
where a person could get a house in Copenhagen at a rental which is lower 
than the normal rate. There might be some individual instances where it might 
be advantageous to move from one area to another, but eet speaking, f 
would not think so. 

Q. My second question, Mr. Chairman, is this: Are there nat so many 
areas to be taken into consideration under this scheme that you might expect 
the administration costs to be higher than in most cases?—-A. Beyond a general 
comment I would not want to say, Mr. Laing. The fact that Denmark is a 
small country of 4,000,000 people makes for a less complicated administra- 
tive situation than in a country with a much larger population; in addition to 
that, geographically, it is a compact country, and in terms of the number of 


offices and personnel needed the administration costs would be comparatively 


low; but to the extent that more pension adjustments are needed I would 
think this would add to administrative cost. 

Mr. SHaw: Is there any information available as to citizenship and 
residence qualifications? 

The Witness: I am sorry, Mr. Chairman, I haven’t any information 
with me concerning citizenship qualification. I can make that available along 
with the other material. So far as I know there are no residence qualifications. 


The CuHairMAN: Shall we go on to Sweden now? 


By Mr. Picard: 
Q. I see that you have shown here that there is a close relationship between 


“the old age pension scheme and invalidity pensions. Are the invalids paid 


at a basic ratte, or do they draw itheir invalidity pension as well as their old age 
pension, or are they subject to a deduction from the regular old age pension? 
—A. Mr. Chairman, there is no difference in the basic rates that are paid 
for invalidity and old age. I can give you those rates now but we would 
have to go into some detail. There is a general invalidity pension, a helpless- 
ness pension, and a blindness pension. But if you wish to get along with Sweden, 
I could supply the basic and supplementary rates and other information to 
the member after the meeting, or to the committee generally next day. 

Q. I think while we are on this, you might just take a note of that 
question and supply the answer later, if you do not happen to have it ready 
now.—A. I have the rates and other information but there are about eighteen 


_ different rates. Do you wish to have them read into the record. 
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Q. Can you give us a statement on that?—A. I can have them tabled for ; 


the record later, if you wish. That would save time now. 
The CuarrMan: There is no hurry. ae 


1" i 


By Mr. Picard: als P 


Q. In the next paragraph on page 2 you mention the percentage of persons: 
sixty years of age and over, who are receiving pension; have you any figures 
concerning the proportion of invalids receiving pension in relation to the total - 
population of the country?—A. No sir, I have no information with me on 
that point. | 

Q. You do not know the number of people in Denmark receiving invalid 
pension?—A. I would be glad to obtain that information for you. 


Q. I wish you would. Another point is this: When the invalid goes on 
the old age pension does the invalidity pension stop at once, automatically; 
what is the position with regard to that?—-A. I am speaking subject to correction 
on this point, sir, but as far as I know the invalidity pension continues to be 
paid up to age 65 when the basic old age pension is paid—but I will verify that — 
for you at the next meeting. 


Invalidity : : 
Administration 
Amount Qualifying conditions ; 


Same as old-age plus special supplements as follows} Unable to earn 1/3  of|Ministry for Social Affairs — 
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-| Good character. with health insurance 
administration as to eli- 
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Q. And regarding the age at which the age pension starts, do you pay an 
extra pension or do you add to the pension for children under fifteen? I would 
ask that information with regard to that poimt be included with the other 
_ material for which I have asked.—A. The qualifying conditions for invalidity 
7 pensions are inability to earn one-third of the amount earned by a person with 
similar training and skill and in the same locality; the income limit is the 
same as for old age pension; membership in a sick club; and good character. 
I have no information here as to the exact age at which the invalidity pension 
commences but it is either 14 or 15 years. The mvalidity pension rate is the 
same as the old age basic pension rate with different rates for the special 
supplement; I will table those supplements as a part of the text of the proceedings 
of this meeting rather than read them at, this time. 


r Mr. Picarp: Thank you. 
&; Mr. Crouu: Shall we go on to Sweden now? 
_ The Cuamrman: Yes, Sweden: 


= 7 I. INTRODUCTION 


SS The Swedish old age income security program combines a non-means test. 
- pension with supplementary means test payments. Since 1913, pensions for the 

aged and for invalids have been combined in Sweden under a single national 
compulsory pensions scheme. Through successive developments, culminating 
inthe National Pensions Act of 1946, the scope of the scheme has been extended 
to include widows’ pensions and’ sickness ‘benefits for the temporarily imvalided. 
Benefits have gradually been increased in amount as well as in type, and a 
voluntary pension insurance plan has been instituted to supplement the pensions 
provided under the compulsory program. 

The old age pensions which are paid to persons aged 67 and over under 
the national compulsory pension scheme, are composed of two parts: general 
pensions which are payable to all persons who meet the primary qualification 
respecting age, and supplementary pensions or bonuses which are based upon 
a means test. Thus, an old age pensioner in Sweden receives a basic or ‘general’ 
pension as a matter of right; in addition, he may, depending on his circumstances, 
receive an ‘ordinary’ housing supplement, a further ‘special’ housing supplement, 
and, in certain circumstances, his wife may receive an allowance. 
* Pensioners requiring aid additional to the pensions and supplements sted 
above may be provided, on a local basis, with poor relief in cash or kind or in 
the form of institutional care. Pensioners may also obtain the benefits offered 
- under the existing voluntary health insurance system providing they have met 
certain qualifying conditions.‘ 

_ Widows’ pensions, provided under the national scheme, also consist of 
4 general and supplementary amounts and are paid to a widow, who, at the time 
of her husband’s death, has passed the age of 55 and who was married to him 
~ for at least five years. (2) 

3 Under the compulsory pension scheme, each citizen, with certain minor 
exceptions, from the age of 18 to: 66, inclusive, is required to pay an annual 
pension contribution into a special fund called the National Pension Fund, 
established for the purposes of the Act. Contributions vary according to income 
and marital status and are based upon income tax assessment. 


~ 


—, . (4) For an old age pensioner to be insured under the existing voluntary health insurance 
ee system, he must have joined the scheme before attaining the age of 40 (in some cases the limit 
«is extended to 50 years). Under the new compulsory. health insurance scheme scheduled to 
- +commence in 1953 all‘age restrictions on membership will be waived. 

J _ __ (?) The basic pension for widows is equal: to three-fifths of the basic’ pension for Single 
a old age pensioners while the supplementary pension for widows is the same as the supplementary 
pension for married old age pensioners. 
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It may be helpful in studying the provisions for. old age income security 
in Sweden to have a few comments concerning the country’s social and economic ‘s 
background. Sweden is a monarchical democracy with a parliamentary form i 
of government. The population of 6-8 million is mainly concentrated in the _ 
southernmost quarter of the country which has a total land area less than 
one-third that of the Province of Quebec. The country 1s still predominantly 
rural, approximately sixty per cent, despite the rapid industrialization that has . 
occured during the last century, and is self-sustaiming agriculturally. The major — 
industries include iron, stell, wood products, paper and machinery. } 

In 1945, the 655,375 persons 65 years of age and over represented 9:8 per — 
cent of the total population; for the same year, the population aged 65 and over 
for the nine provinces of Canada was 857,200, or 7-1 per cent of the total. 

Il. OLD AGE PENSIONS 
1. GENERAL PENSIONS 

All Swedish citizens aged 67 years and over and residing within the country 
are entitled to a general pension without means test, regardless of their contri- 
bution record, with the pension fund. S 

For single persons, the general pension is 1,000 crowns 1 annually and is paid 
irrespective of the amount of income from other sources. . 

In the case of a married beneficiary whose wife or husband is also in receipt 
of a national pension, or for beneficiaries whose wives are in receipt of a wife’s 
allowance (see Supplementary Pensions below), the amount of the general ~ 
pension is 800 crowns annually, with no reduction in respect of income from 
other sources. All other persons receive the general pension at the rate for single — 
persons. : , 

Since 1948, general pensions have been supplemented by a cost of living 
bonus amounting to 50 crowns per year for single persons, 40 crowns each to 
married couples where each is in receipt of a pension, and 30 crowns to wives — 
entitled to a wife’s allowance. 


* 
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2. SUPPLEMENTARY PENSIONS 


(a) Wife’s Allowance. An allowance or supplementary pension is payable 
to the wife of a married man who is entitled to a general old age pension, provided. 
the wife has attained the age of 60 (in special cases at a lower age), and the — 
couple has been married for at least five years. Payment of this allowance ig 
dependent upon a means test, with the maximum allowance of 600 crowns — 
annually reduced by one-half of the couple’s income from other sources in excess 
of 600 crowns. | 


; (b) Housing Supplements. The housing supplements are designed to equal- 
ize variations in rental costs to age pensioners in different districts, and the | 
amount payable in a district varies with average rental costs in that district. 
(i) Ordinary Housing Supplements. For the purpose of this supplement, 
all areas in the country have been grouped in five categories according to rental 
costs, with a different supplement being provided for each category. In addition, 
the basic housing supplement paid to any pensioner is modified according to — 
marital status and means. 2 
For single persons, the maximum amount of the ordinary housing supple- : 
ment ranges from 150 crowns in Rental-Cost Group II to 600 crowns in Rental- 
Cost Group V, with no supplement payable in Rental-Cost Group I; for married — 
couples the maximum supplements range from 200 to 800 crowns. Where the 
wife is not entitled to any benefit the ordinary housing supplement paid to the — 
couple is equivalent to that paid for a single pensioner increased by 50 per cent. — 


a 


: ee. 
1 The rate of exchange in January 1950, was 1 Swedish crown equals 28 Canadian cents. _ a 
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The supplement is reduced by one-half of outside income in excess of 400 crowns 
per year for single persons and 600 crowns per year for a married couple. No 
i deduction is made for aid from relatives or for payments, up to a specified hmit, 
_ from private pension plans. 

(11) Special Local Housing Supplements. Old age pensioners may also 
receive special housing supplements from the commune in which they reside. 
‘These special supplements are granted chiefly in districts with exceptionally high 

_ housing costs and vary with the circumstances attending each case. 

(c) Effect of Means Test on Amounts of Supplements. The effect of the 
means test on the amounts of the wife’s allowance and the housing supplements 
is shown by the tables of Appendix I. Sections A and B show the effect of 

different amounts of outside income on the supplements for single pensioners, 
and for married couples, both of whom are eligible for general pension. 
Sections C and D show the effects of different amounts of outside income on 
- the supplements paid to a married couple when the wife is either in receipt of a 

wife’s allowance or is not eligible for any benefit in her own right. 


0 III. FINANCING 


1. REVENUE AND EXPENDITURES 


| Funds for financing old age, widows’ and invalidity pensions under the 
national pension scheme, are raised through contributions from insured persons, 
interest from the National Pension Fund, and appropriations from the national 

and local governments. 

‘ The total gross expenditure on all types of national pensions in 1948-49 
-was 706:3 million crowns which was derived as follows: 559-3 million crowns 

or 79-2 per cent by appropriations from the national and local governments, 
— 120 million crowns or 17-0 per cent from insurance contributions, and 27 million 
crowns or 3°8 per cent from interest on the National Pension Fund. The national 
BP ernment’s share of the total appropriations by both the national and local 
_ governments to the National Pension Fund amounts to approximately 80 per 
cent. Thus, it. can be seen that the National Government takes care of the 

largest share of the cost of the program and that the bulk of the National 

_ Government outlay is obtained from general revenues. Insurance contributions 

make up only a small proportion of the total cost. 

4 __ At the present time a breakdown of the receipts and expenditures for the 
old age scheme under the program implemented in 1948 (National Pensions Act 
1946) is not available. Table I shows the various amounts expended on social 

security by both the national and local governments of Sweden in 1948-49. 
_ Government expenditure on the national pension system, which amounted to 
--559- -3 million crowns, represented 39-6 per cent of the total government expendi- 
ture on social Beenity for that year. 

P 

_ 2. ConTRIBUTIONS 


| ra Under the National Pensions Act of 1946, each citizen, with certain minor 
exceptions, who is between the ages of 18 and 66 years, inclusive, is required 
to pay an annual pension contribution which varies with income and marital 
status subject to the stipulation in that no contribution shall be less than 6 
iQ crowns or more than 100 crowns a year. The rate of contribution is based upon 
“Income tax asessment with no variation for age, sex or number of dependents. 
For unmarried contributors, it is one per cent of income subject to income tax, 
and for married contributors, one-half of one per cent of the couple’s combined 
_ assessment. 
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; TABLE I ERED SONS a ety 4. 
: GovERNMENT SocraL Security EXPENDITURES, SwEDEN, 1948-49 ms 
te rt ay 
Program . | .. Amount | Per cent — 
Ce SRR SE A Nl OS ERE NR LENS Ws LAY ARE Me e982 
(Crowns) 
is HOUT Mares Co)... Weak: Leis cy eset A Bh TPR ck Os Shs FU RR AEG FAN 45, 539.300 3°28 
Aneident Insurance and Worker’s Protection. 0.0 20.0. eae ee epee 21,875, 100 1-59 
Pirin ENC SUL ORR. 5 te yee. eee Cie Bone tet prio Rade cha oie ain Fok aon hn Se RRS 35, 104, 700} | 2-5 4 
Biotin anit. adical Gareacy\ hore ea. tu sles eh eg tapkabeeataomged © page Crea ae ere 212,319,400 15-1 
lara (VOuth Caréersc2s seen ee Re, CR ee es ea ee Ne om 11,194,300 0-8 
Hesnris: Welfare Measures eo ¥ Si fo. ee oe he tet men ye ee ee 78,450, 000 oT wa 
TSH Ey is Lee, ROEM LW TLC) AOAC Lo RE HE PERS LCN ANC AM yee tA sie TaN eee rh AS 436, 600, 000 31:0 
POAGHUICCHSIONSS Rott aR Pe ds Bk he OS Mae Va Ryo tascne yt hbeady «Lote ee ne eT ieee tyes 559, 300, 000 oe 7 , 
AS LEG yy NER Re PAD aS ooh MRS Ne © PPO NYRR REO Bek nr ier: 10, 180, 700 : 
brats SRR Gn A vert Beemer a OAC ANT AUT Sao Ao SOAR 5 PIN bce 1,410, 563, 500 100-0 | 


(1) This item of expenditure covers the cost of labour conciliators, the Labour Court, the Royal Labou é 
Market Board and training for the unemployed. / 


(2) Children’s Aid expenditure includes the cost for General Child Aid (the Swedish equivalent to 
Canadian Family Allowances), and other cash programs'for mothers, orphans and invalid children. 


Source: Carl J. Hojer, Social Welfare in Sweden. The Swedish Institute, Stockholm, 1949, pp.136-137. 


Failure to pay contributions does not result in forfeiture of the right to 
receive a pension. No contributions are required from employers on behalf of - 
their employees. : -? 

Contributions are collected annually with general income tax and are 
deposited in the National Pension Fund. In 1947 (the most recent year for 
which data are available), the total number of contributors was 4,360,000 or 
approximately 64 per cent of the total population. (*) 2 


IV. VOLUNTARY PENSIONS 


As was previously mentioned, the government operates a voluntary pension 
insurance plan under which persons may, by voluntarily paying premiums, 
augment their national pension benefits. The premiums under the scheme vary 
with the amount of insurance carried and beneficiaries: may begin receiving 
their pensions at the age of fifty-five. a. 

In 1945, the latest year for which information is available, 16-5 million 
crowns was paid into the voluntary insurance scheme by way of contribu- 
tions. : a 


V. ADMINISTRATION | a 


The administrative organization of the pension scheme is essentially a 
centralized system with the authority for determining procedure and imple- 
menting policy lodged in a central administrative agency and the responsi- 
bility for performing local functions entrusted to locally elected bodies. 


‘ 


1. At THE NATIONAL LEVEL 


_ _ Responsibility for the administration of the pension program at the 
national level rests with the Pension Board which is one of several adminis- 
trative departments under the Ministry of Social Affairs. The Pension Board 
is appointed by the Crown and consists of a director general and six members, 
each of which heads one of the bureaux comprising the organization. — In 
addition, a board of four experts who are not civil servants is appointed by 


1 Year Book of Labour Statistics 1947-48, International Labour Office, Geneva,- 1949, p. 252. 
: :; one 
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the government to assist the Pension Board in a consultative capacity. Deci- 
sions regarding investment of the National Pension Fund are the responsibility 
of special Fund commissioners appointed by the government. 

The Pension Board is responsible for the routine administration of the 
compulsory pension program, which includes the monthly payment of all 
pensions by national pension money orders.(!) The Board also administers a 
voluntary pension system, the compensation for the blind and the child allow- 
ance programs, and since 1937 has been responsible for the supervision of the 


national voluntary sickness insurance system and other benefit societies, though 


not for unemployment insurance. Finally, the Pension Board is charged with 
policy planning, the interpretation of pension eer and generally advis- 
ing the government on all pension matters. 


92. At THE LocaL LEVEL 


For the purposes of local administration, the country is divided into pen- 
sion districts. The districts correspond, in most cases, to the communes, the 
smallest political administrative units in Sweden. Administrative duties within 
each district are handled by a pension committee composed of a chairman and 
vice-chairman appointed by the Crown and of two to six members elected by 
the local district. 

Liaison between the local pension committees and the Pension Board is 
effected through district pension officers appointed by the latter body. Pension 
officers attend the meetings of the local committees but have no voice in the 
committees’ decisions. 

Local committees are responsible for receiving all pension claims within 
their districts and for reviewing them as to the accuracy of the declarations 
contained in them. Unless special circumstances attending a claim, as specified © 
in the regulations, call for a decision by the local committee as to the eligi- 
bility of the claimant, the local committee must pass the claim on to the 
Pension Board. 

Appeal machinery is provided in respect to decisions regarding claims by 
the local pension committees but not against those of the Pension Board, which 
are final. 


1 Tt is estimated that about 700,000 payment orders are sent out every month (this figure 
_ covers all pension payments under the national program and not. just those to the aged). 


APPENDICES 


APPENDIX I 
Errect or INCOME FROM OuTSIDE SouRCcES ON AMOUNTS OF SUPPLEMENTARY PENSIONS 


A—SINGLE PENSIONERS 


Ordinary Housing Supplement ! 


Outside General 9 J : : 
Income of Pension Rental- Rental- Rental- Rental- iiaectais 
Pensioner Cost Cost Cost Cost Cost PP 

Group II | Group III | Group Ty Group V 

(Crowns) (Crowns) (Crowns) (Crowns) (Crowns) (Crowns) 

400 1,000 150 300 450 600 |As determined locally. 
600 1,000 50 200 350 500 se 
800 1,000 Nil 100 250 400 ‘ 

1,000 1,000 Nil Nil 150 300 4 

1,200 1,000 Nil Nil 50 200 ; 3 

1,400 1,000 Nil Nil Nil 100 ot 


1,600 1,000 Nil Nil Nil Nil ‘i 
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Errect or INCOME FROM OuTstpE SouRcES oN AMouUNTS oF SUPPLEMENTARY PENSIONS | 


B—Marriep Coupis, Bota E1icisLE FOR GENERAL PENSIONS 


Ordinary Housing Supplement! Ys 
Special 


j Total L 
aes of General Rental- Rental- Rental- Rental- | Housing 
Couple Pension Cost Cost Cost Cost Supplement 
Group II | Group III | Group IV Group V 
(Crowns) (Crowns) (Crowns) (Crowns) (Crowns) (Crowns) 
600 1,600 200 400 600 800 |As determined locally. 
800 1,600 100 300 500 700 i 
1,000 1,600 Nil 200 400 600 bs 
1,200 1,600 Nil 100 300 500 iy 
1,400 1,600 Nil Nil 200 400 is 
1,600 1,600 Nil Nil 100 300 ss 
1,800 1,600 Nil Nil Nil 200 s 
2,000 1,600 Nil Nil Nil 100 ¢ 
2,200 1,600 Nil Nil ) Nil Nil - 


1 No supplement is paid in Rental-Cost Group I. 


Errect or INCOME FROM OUTSIDE SOURCES ON AMOUNTS OF SUPPLEMENTARY PENSIONS 


C—Marriep Pensioner, Wire Nor E1igintt ror GENERAL PENSION 
Bur Eviarsre ror WIire’s ALLOWANCE 


Ordinary Housing Supplement? 


Outside we — Special ‘ 
Income of Soar tee re Rental- | Rental- | Rental- Rental- Housing 
Couple ech CS Cost Cost Cost Cost Supplement 


Group II |Group III| GroupIV} Group V 


(Crowns) | (Crowns) | (Crowns) | (Crowns) | (Crowns) | (Crowns) | (Crowns) ae 


% 


600 800 600 200 400 600 800 |As determined locally — 
800 800 500 100 3800 500 700 xe : - 
1,000 800 400 Nil 200 400 600 sf 4 
1,200 800 300 Nil 100 300 500 7 
1,400 800 200 Nil Nil 200 400 a 
1,600 800 100 Nil Nil 100 300 a 
1,800 800 Nil Nil Nil Nil 200 i 
2,000 800 Nil Nil Nil Nil 100 . 
2,200 800 Nil Nil Nil Nil Nil 


1 No supplement is paid in Rental-Cost Group I. 


Errect or INCOME FROM OUTSIDE Sources oN AMOUNTS OF SUPPLEMENTARY PENSIONS 


D—Marriep PENSIONER, WirE Not Exiaiste ror Any BeEnerit 


Ordinary Housing Supplement! 


Outside Special 
Income of Bene Rental- Rental- Rental- Rental- Housing 
Couple Cost Cost Cost Cost Supplement 
Group II | Group III | Group IV Group V 
(Crowns) (Crowns) (Crowns) (Crowns) | (Crowns) (Crowns) ' 
600 1,000 225 450 675 900 |As determined locally 
800 1,000 125 350 575 800 rs x 
1,000 1,000 25 250 475 700 hy 
1,200 1,000 Nil 150 375 600 He 
1,400 1,000 Nil 50 275 500 a 
1,600 1,000 Nil Nil 175 400 hs 
1,800 1,000 Nil Nil 75 300 . ea 
2,000 1,000 Nil Nae. Nil 200 ¢ 
2,200 1.000 Nil Nil Nil 100 . 
2,400 1,000 Nil Nil Nil Nil a 
1 No supplement is paid in Rental-Cost Group I. J ‘am 
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a The Wirness: Mr. Chairman, Sweden presents a different type of scheme 
in some ways. In the first instance a national pension fund has been established. 
| It is a contribution scheme with an earmarked tax but a large proportion of the 
cost is paid out of general revenue. The measure for the aged and invalid’s 
Was introduced in 1913. In 1946, the scope of the National Pensions Act was 
extended so that it now includes payments in respect of invalidity, old age, 
| le sickness and cash benefits for temporary disability. 
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(Ua ek cea a 
The general pensions are paid at age sixty-seven on an non-means test 
basis. A single person receives 1,000 crowns and married couples receive 
1.600 crowns. Supplementary pensions are paid on a means test for wives 
between the ages of sixty and sixty-seven, and two types of housing supplements 
are provided, one, the ordinary supplement which varies according to rental- 
cost districts, and the other special supplement which allows for a further 
remuneration under special conditions. The effects of the means test, in so 
far as supplementary benefits are concerned, are illustrated in Appendix if 
In these cases the Appendix shows the amount of outside income the pensioner 
is allowed, the amount of the general pension and the ordinary housing 
supplement for different rental-cost groups 2, 3, 4, and 5. No supplement is 
provided for rental-cost Group 1. In addition the Appendix has a column for 
the special housing supplement which is determined locally. The appendix is 
set up in sections A, B, and C to provide information according to marital 
status. = 
To mention again the question of financing, seventy-nine per cent of the 
expenditures, for the last year for which we have information, was paid from 
veneral revenues and of this 80 per cent was paid by the national government 
and 20 per cent by the local governments or communes. : 
There is a national administration with local committees carrying out the 
work of the National Pension Board in particular localities. Liaison between 
the pension board of the national government and the local committees is 
provided by district pension officers. 
I might suggest, at this point, a few aspects that may be of special interest 
in this scheme. We have noted in the Australian and the New Zealand schemes 
where there are contributory features, and I would suggest that the Swedish 
scheme in terms of financing somewhat approximates the type of scheme in 
New Zealand; only in the case of Sweden you have a much greater proportion 
being paid in to the National Pension Fund from the consolidated revenue; 
and in addition to the amount being paid by the national government you 
have contributions by local governments to the fund. I would point out also that 
the contributory scheme is geared into their income tax machinery so that the 
contributions are collected on all persons from the age of sixteen to the retirement 
age of sixty-seven on the basis of their taxable income. I believe that these 
financial arrangements are of particular interest. sy 
Another matter which is of interest is the question of supplementary 
pensions on a means test basis. Provision is made for dividing the country into 
rental areas and every effort is made to provide, on a means test, further 
assistance through ordinary and special housing supplements. ae 


(Mr. Lesage resumes the chair.) 


The Wirness: One of the main variables in the case of either an elderly 
couple or an elderly person is the rent factor. Even within a range of several 
miles you can have a very considerable differential in rental costs; as, for 
instance, accommodation in a metropolitan centre and similar accommodation 
in a rural area a few miles from that metropolitan centre. The Swedish govern- 
ment has endeavoured, under a contributory scheme, to provide certain 
differentials according to housing costs. In Denmark we had a means test 
pension with different rates according to the different cost-of-living areas 
spe ene not just rental cost differentials but also the cost-of-living differ- 
entials. : 

_ _Mr. Chairman, in view of the time remaining, I suggest that we now 
invite questions on the memorandum or on my remarks. , oe 

_ Mr. MacInnis: Mr. Willard, you mentioned a short time ago that con- 
tributions were collected from persons from the age of sixteen to the age. of 
sixty-seven; should not that have been from age eighteen to age sixty-seven! 


' 
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The Wrrness: I stand corrected on that point, sir. 


3 Mr. FLemMinG: That is to say, Mr. Willard, that at age sixty-six contri- 
end on the part of the individual? 


The Witness: That would be the last year‘of contributions, yes. 


Mr. Crouu: I am intrigued by the statement in the second paragraph on 
ppeee o: 


Failure to pay contributions does not result in forfeiture of the right 
to receive a pension. 


The Witness: That is a very important point, Mr. Croll. That indicates 
that they do not keep individual records of the contributions made by individual 
-eontributors for purposes of pension eligibility. In other words, the collection 
of contributions is made by the taxing authority and they do the collecting as 
a part of their normal income tax operations. It is assumed by the pension 
authorities that if an individual was liable for contributions the taxing authority 
would have collected the money, and that avoids the necessity of keeping records 
on each individual for pension purposes and checking back to see whether or 
‘not the contribution actually had been made. It throws the onus upon the 
‘taxing authority to make sure that that part of the job is adequately carried 
out. 
=A Mr. Brown: If that is so, how would it apply in this country in the case 
of farmers, for instance, because farmers generally do not pay income tax. 


Some hon. Mpmpers: Oh, oh! 
Mr. Brown: Remember, I said generally speaking, and that is a fact. 
Mr. Knowtes: Hear, hear. 


Mr. Brown: The employee and the worker in a factory, for instance, will 
‘be taken care of, his collections will be deducted at source and his contributions 
to any such scheme can be counted on, but there are many people like farmers, 
who do not pay income tax and there is no check on them to see that they have 
‘made their contribution; is not that the fact? 
; The Witness: I would suggest that it would depend upon the type of 
contributory scheme you had. 


> Mr. Brown: Well, this type of scheme. 


The Witness: For instance if you had a type of scheme that has a lower 
basic exemption than under your normal income tax arrangement—such as they 
have in Australia—you would get a broader tax base. Similarly, if you had 
a contributory scheme such as they have in New Zealand where they tax every 
pound of income, then the burden would be thrown on all those who are gain- 
fully employed, farm and non- -farm, as well as those who have income from 
other sources. 


_ Hon. Mr. Foco: I understand from what has been said that failure to pay 
the income tax does not debar a person from benefits. What provision is made 
to see that contributions are paid? 

The Wirness: Under the Swedish scheme the amount of annual pension 
contribution is based upon income tax assessment, with a requirement that it 
‘Must not be less than 6 crowns nor more than 100 crowns a year. Let us assume 
that a person did not pay any income tax for a year. For instance it might happen 
| that 1 in one year he was ill. This would not affect his entitlement to a pension. 
Hon. Mr. Foco: Have you a table of the basic exemptions of income tax 
under the Swedish plan? 
~The Wirness: I wonder, Mr. Chairman, in connection with this question 
of income tax and basic exemptions if we could not include this material along 
with the information on other countries that we are preparing for the com- 
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mittee. I think it would conserve the committee’s time if we could take « a | look 
the data for these countries all at the one time. Se pair 
Mr. Crouu: Yes. Ser. 
The CHairMAN: It was to be secured for two countries but I understan d 
that you will include all countries in your table. | 
The Wirness: Yes, Mr. Chairman. a 
Mr. Knowues: Let us have it understood now. The other day we unde - 
stood that it was to be supplied with respect to Australia and New Zealand, but 
now I understand that in order to save time the answer to my question would 
also include similar information with respect to these other countries. Is that 
right? 
The CHAIRMAN: Yes, and the table Mr. Willard is to prepare will include 
all the other countries. a 
Mr. Fremina: Let us be sure of that. I understood that Dr. Davidson was 
going to prepare a somewhat complicated table for us and now this additional 
information will be included and it will be referable to all the countries we 
are studying. 
Dr. Davipson: There are two requests which I take it are separate requests? 
The CHAIRMAN: Yes. 
Dr. Davipson: One is the information with respect to Australia and New 
Zealand, and now there is this additional request for information from other 
countries respecting the relative incidence of the social security tax and the 
income tax in each country. a 
Mr. Crouu: Yes. , 


Dr. Davipson: The other table to which Mr. Fleming is referring is, as I 
understand it, a table which would give the highlights of the main features 0 
the old age security plans themselves, and I would take it we would concentra : 
on the provisions in respect to age, disability—and questions of that kind— 
rather than questions specifically related to the relationship of income tax 
to social security contributions. My reason for suggesting that these be ke ot 
separate is that a great part of the table you referred to would of necessity has 
to be limited to the broad highlights whereas I think the committee will wa i 

some detail in respect to the relationship of income tax and social security 
contributions. It would be better to keep the two separate. ie 


Mr. FLeminc: I am satisfied with that. ‘ 


Mr. Brown: There is no way in which a person can be barred from receiving 
the pension because of the fact that he at no period in his life paid income tax 
or made contributions? . 


The Witness: That is correct, sir. y 
Mr. Ferrie: Do people become of age in Sweden at eighteen? 5 
The Wirness: I am not sure, Mr. Chairman, as to what that age would be 
Mr. Ferrie: But he does have to pay contributions. i 4 


The Witness: They are liable to pay on taxable income from age eightee 
up to and including age sixty-six. 


The CHairMAN: There are many young people in this country and in ia 
countries who are eighteen and have to pay income tax. > 


Mr. Ferrie: Oh, yes. | 


Mr. Suaw: On page 7 reference is made to the contributions from national 
and local governments, and I notice there is a reference to the fact that 17. pe 
cent of fe contributions are from insurance contributions. I do not just ge 
the full significance of that 17 per cent. a 

‘F 
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The Wirness: That 17 per cent from insurance contributions are pension 
- contributions which individuals have made. These are the people between age 
_ eighteen and age sixty-six, inclusive, who have contributed the pension con- 
tribution on the basis of their taxable income. The amount raised is put into 

the national pension fund and, in addition to that amount, the national govern- 
ment, contributes from general revenues; and the local governments contribute 
from their general revenues; the 17 per cent relates only to the contributory 
aspect of the scheme. 


4 | By Mr. Croll: 


@. And the 3-8 is merely investment interest?—A. On the reserves of the 
fund. 
Q. Derived from the investment of that fund, and that amounts to 3:8 
_ per cent?—A. That is correct, sir. They set up a national pension fund and the 
pension contributions are paid into that fund along with contributions of the 
national and local government. A reserve has accumulated and it remains in 
_ the fund. 
2° Q. Isn’t that the same as the British government; or, perhaps, if you do not 
want to discuss that forget about it—A. There are three different schemes for the 
~ aged in Britain. 
@. All right, just leave that question. 
‘mi 
i . By Mr. Knowles: 
Ky Q. Mr. Chairman, I’ do not want to anticipate the information Dr. 
- Davidson is going to give us in that table dealing with the various systems, but ~ 
this has struck me about the four countries we have studied thus far, and I just 
- wanted to ask this question: Is it not the case that there is just one point in 
~ common among the four systems, Australia, New Zealand, Sweden and Denmark, 
the fact that the old age pension is an amount provided by law in some way or 
. other, not related to the amount of contributions paid in?—A. That is correct. 
e- Q. I think that is a rather important point in respect to the schemes in 
operation in these four countries, and I think we will find that is not the case 
when we study the system in the United States—A. I think it is of interest that 
in the case of Australia they have a means test pension as a part of a 
contributory scheme. In the case of Denmark they have a means test pension 
as a part of a non-contributory scheme. In the case of New Zealand they have 
a ccontributory scheme with a means test pension, and a non-means test benefit. 
_ In the case of Sweden they have a contributory scheme with a non-means test 
_ basic pension and a means test housing supplement and wife’s allowance. 
®, @. But the amounts in all cases are not based on what you might call 
___ the insurance principle; they are based on what is determined by law. 
The CHAIRMAN: What you would call fixed or flat. 
ae Mr. Knowtes: You could hardly call it a flat rate, could you? 
ye The CuHarrMAN: No, it is a fixed benefit. 
ae Mr. Knowtes: The amount a person will have in his old age is not 
_ determined by the amount he may have contributed through a social security 
__ tax or in any other way so far as those four countries are concerned. 
The Wrrnsss: I think that that is a significant point, Mr. Chairman. 
- - The CuHarrman: Yes. 
e .; Dr. Davinson: If I might reeee Mr. Chairman, there is a further point 
_ you have to put alongside of that which is that in two of these countries while 
F the benefits are not related to contributions they are completely means test 
_ benefits. In the case of the two other countries, also, the benefits are not 
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related to the contributions but in the case of New Zealand, there is still a 
means test; and in so far as Sweden is concerned there is still a partial means” 
test. Those two points are quite significant to your statement and must b e. 
kept in mind. al Goa oe 
By Mr. Benidickson: avis | a 

Q. Can you tell us more about this voluntary pension insurance? Does — 

the person who subscribes to such a scheme receive any addition to the standard — 
benefits based on a means test? Is it in any way similar to the annuity — 
scheme such as we have it here in Canada?—A. I would judge that it is a scheme 
somewhat similar to our annuity program. It is administered by the National — 
Pension Board, the same administrative authority which administers the old age 
benefit. , 
Q. I would take it then that it is exempt from the calculation in connection | 
with their means test procedure if it is a supplement to the other pension?— — 
A. As far as I know that is correct. 
By Mr. Croll: : a 

Q. That is very important. The answer to that question is very important — 

in the light of conditions in this country, I mean probable conditions. Are — 
you quite clear on that, or would you lke a little more time to obtain for us © 
a full answer to that question?—A. I should mention that in the case of 
annuity programmes it is a question of whether they tax the contributions or — 
the benefits. Most governments try to avoid taxation of both. In some © 
countries the contributions are taxed, and when the benefits come along they | 
are not taxable. In other countries, that procedure is reversed. With regard — 
to your question whether the income from the voluntary pension scheme is — 
included or excluded as income under the means test I shall try to obtain for you — 
a definite statement. —s 
\a 

By Mr. Benidickson: (a 

Q. Can you find out if there is a maximum that might be disregarded in — 
connection with the means test calculation?—A. Yes, sir. oe 
By Hon. Mr. Fogo: a 

Q. In regard to housing settlements, am I right. in assuming that in the 
appropriate rental cost group there is both a minimum and a maximum settlement — 
and that the minimum would be paid in any event?—A.It is on a means test, 
and the maximum amount, for instance, for a single person in rental cost 
group 1, is 150 crowns: In other words, as far as I know the supplements that 
have been set out are maximum amounts that are reduced according to the 
outside income of the individual. [lustrations are set out in Appendix I, sections 
A,B and C. “ 
You will note that with a single pensioner, as his outside income goes up, 

the amount of the rental cost supplement decreases. The formula is stated 
at the foot of page 5 of our text and it defines that the settlement is reduced 
by one half of outside incomes in excess of 400 crowns per year for a single 
person, and 600 crowns per year for a married couple. No deduction is made 
for aid from relatives or for payments, up to a specified limit, from private 
pension plans. : 
Appendix I goes into some detail to give an illustration to show you the 
picture of the general pension, the ordinary housing settlement and with 
mention of special housing settlements. e 
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By Mr. Croll: 
Q. What is the historical or other reason for the emphasis placed on 
’ housing supplements in relation to the exclusion of other supplements that we 
have heard about in the other plans?—A. In a number of European countries 
there has been an effort, where that benefit has been paid, to attain individual 
a adjustments to individual needs by providing a tailor-made benefit through 
the provision of housing and other supplements. 
In the case of Denmark, you have supplements along with a means test 
_ scheme; whereas, in the case of Sweden, you have supplements tied on to a 
_ contributory non-means test pension scheme. 


if ‘ 
% 
% 


‘ Q. I think you have missed my question. I asked why the emphasis in 

~ the Swedish scheme? 

4 The CuHatrMAN: I believe Mr. Willard is coming to that in his answer. 
Mr. Crouu: Oh, I am sorry. | 

x The Wrirness: I am sorry, I have no comments that would be helpful on 
that question. 

é. Dr. Davipson: I have one or two points. One is the fact that Sweden 


* 


ei is popularly understood as being one of the most housing conscious if not the 
i most housing conscious of the countries in the western European world. The 
second point is this: it is interesting to note that the Beveridge report in | 
j England in 1943 went into this question of possible variations on a regional 
basis in terms of social security benefits to be paid under the Beveridge plan, 
_ and Lord Beveridge after a detailed analysis of the question came to the 
_ conclusion that there wasn’t much point in providing for regional variations 
4 in so far as most of the elements which go into the subsistence cost of the 
average individual are concerned, but that the greatest element of variation 
i related to the question of shelter. And Lord Beveridge in his report did recom-- 
mend a regional differential in the different parts of the country taking into 
_ account the different levels of social security for individuals in receipt of 
various social security benefits. 
rt As I understand it, that recommendation has not been carried out in the 
Be Pritish legislation but it is an interesting confirmation of the same point that 
is actually carried into the Swedish legislation. 


Mr. Crouu: Thank you, Doctor Davidson. 


By Mr. Knowles: 


* 
C3 
-. 
g Q. May I ask Mr. Willard a question in respect to the statement. he made 
_ while he was talking about Sweden. If I understood him correctly he said 
_ that he was dealing with the fact that the population in Sweden was an aging 

~ population and that the same thing was the case in Canada. And then he said 
2 that our working population was growing smaller?—A. I said “relatively”. 
a Q. I wonder if you would comment on a statement which bears on that 
* matter, a statement taken from a book with which I have no doubt you have 
slept more than I have, the D.BS. Bulletin No. F-4 entitled The Future 
Be Pulation of Canada wherein on page 31, after summing up the trend up to 
be three conclusions are drawn which are set out in a paragraph, the first 
_ one being that: 

First the potential labour force continues to increas. 


é As the population decreases, and the older group increases. In other words, 
= there are increases in two brackets, and decreases in the third. And DBS. 


This trend, together w ith the increase of productive workers, suggests 
that the burden of dependency will be spread over a greater number 
4 60931—3 
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of people, and hence tue effect of an increase in the aged population | 
with the heavier burden which it entails, will not be so costly a proble ma 
per capita. a a , a 

_A. As much as it otherwise would have been if the working population — 

sector had not been increased? eh ee 

Q. That is not what D.B.S. said. However, I am not arguing the point. 
But I do think there is something to be said for what D.B.S. has pointed out, and _ 
the fact that the aged population is increasing at the time noted and that the 
working population is also increasing, and that it may be possible between that — 
and other methods to meet the problem. | 
The CuarrMan: Is it increasing with the development of the country, or 
not increasing proportionately? Do they not mean that? | 
Mr. Knowies: No. The figures are all set out. This is a projection of 
dependency in Canadian population as to an increase in our total population and — 

as to changes in the various age brackets. | y 

Mr. MacInnis: I think Mr. Knowles is leaving out the fact that the 
increase in the labour force has the same relation to economic activity in the 
country, in that if the economic activity declines then the labour force declines; 
that is, the number of people who are considered as being in employment.  _— 

Mr. Know.es: No. The figures I quote from do not deal with the working — 
force; they deal with the total number of population. ie 

The CuatrMan: One might believe that we were in a C.C.F. caucus. 

Mr. MacInnis: If the labour force is greater at a time of economic prosper- 
ity than the labour force of the same population at a time of economic depression? — 

. The CuHaAirMAN: Until you are able to hold a caucus and clear the thing up, ~ 

I shall not ask Mr. Willard to comment on it. J 

The Wrrness: I did not make any comment to the effect that the labour 

force was not increasing. It is increasing and will continue to increase. But I_ 

did say that our experience has been that the number of older persons in our 

population ‘has ‘been increasing relative to our working force and relative to the - 

total population. ce 

The other thing I would hasten to add is that although our costs are rising, — 
it is to be hoped and to be expected that our average man-hour productivity will — 
increase as the years go by and we will be able, even though the working force 
may be relatively smaller, to carry a heavier burden. I think I should add that — 
in all fairness. oe 

The Crairman: Are there any more questions? ke 

aa 
By Mr. Shaw: ) 4g 

Q. This may be a strange sort of question, but must we not take into” 
consideration the fact that in a country like Sweden where more than 60 per 
cent of the population is located in rural areas, that a smaller percentage of those © 
people are likely to require benefits under a scheme than in another country 
where possibly 70 per cent of the people are located in industrial areas where it 
is conceivable that a greater percentage may require old age benefits upon 
reaching the age of 65? Must we not take that fact into consideration when 
evaluating schemes in these various countries?—A. I would think, Mr. Shaw 
that the degree of industrialization would be an important factor in determining 
the retirement age. But I would also add that the mechanization of agriculture 
in some countries has posed an increasing problem with regard to the retirement 
of agricultural workers. That does not apply so much in a country such as 

Denmark, but it does, to some extent, in a country such as Canada; and it is a 

fact that a different occupational composition of the population may make a 

difference in the average retirement age | Be. 
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-Q. I had this fact in mind: that usually a person on a farm will remain 
; active 1 in the sense that he is engaged in production as compared with the situa- 
tion in an industrial community. —A. I would think that would be generally 
= correct. 


vn By Mr. Picard: 

a Q. On page 1 you mention that pensions for the aged and the invalids have 
_ been.combined. I would like to get for Sweden the same information that you 
gave me for Denmark. At what age are pensions paid to invalids in Sweden?— 
_ A. They are payable at the age of 14 if the person is not working. 

The CHAIRMAN: There is no family allowance? 

The Wrrness: Yes, there are family allowances. 


% By Mr. Picard: 

i Q. At the age of 14 for invalidity benefits. Now, what are the rates?— 
_ A. They are the same as for old age. 

ye Q. With the same benefits for housing and so on? I would like to get an 
~ over-all picture such as you gave a moment ago for Denmark.—A. The housing 
_ supplement applies in the case of the invalidity benefits; that is correct. The 
rates are the same as for the old age which are set out in the memorandum 
before you. 

i Q. Have you got any figures as to the proportion of the population enjoy- 
ing invalidity pensions in Sweden?—-A. No, but I would be glad to obtain 
~ them for you. 

ad Q. While you are doing that for Denmark and Sweden, would it be possible 
for you to include in your table the two countries we have alr eady looked into, 
Australia and New Zealand—A. Yes, sir. 


ie By Mr. Shaw: 

a Q. May I ask if it would be possible for Dr. Davidson to take into account 
matters that I have mentioned in drawing up this table showing the com- 
parative features of these schemes, and to show the percentage of the popula- 
tion residing in rural areas and the percentage residing in industrial com- 
- munities in each case? 

‘a Dr. Davinson: I would be glad to provide a line on the table showing 
that. But I would also point out that there is a difference in the interpreta- 
tion of what is urban and what is rural population as between different coun- 
tries. You might be surprised to see what we in Canada include in the 
definition of a resident of an urban area. I was surprised myself and I know 
_ there are differences of that kind which have to be kept in mind when you 
_ are assessing the figures which will appear on this table. 

2 Mr. Knowtszs: Half of the villages in British Columbia are called cities. 
Pi 


q By Mr. Ferrie: | | 

7 Q. May I ask what is the buying power of the crown? How does it 

_ compare with the buying power of the dollar?—-A. Do you not mean the current 

% exchange rate? 

em {). "Yes—A. The current exchange rate is 28 cents Canadian for one 

Swedish crown. 

Q. Do you think you can buy as much in Sweden for a crown as you could 

here for a $1? 

§ The CuairmaNn: I believe, Mr. Ferrie, that the other afternoon Mr. Willard 
pointed out the very great: difficulty there is in trying to analyse or weigh 

r the different purchasing powers of the various denominations. 
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Mr. Furrie: Surely, but it would make a big difference? 
The CHarRMAN: It is impossible. 


By Mr. Cannon: a Sa 
Q. I notice that Mr. Willard mentioned family allowances. Are family — 
allowances paid in these countries of Sweden and Denmark?—A. They pay — 
family allowances in Sweden and Denmark. Do you wish to have further 
information concerning these allowances? ; 4 
Q. No. I just wanted to know whether or not they paid them.—A. I © 
could make it available to the committee along with the other information. — 
Q. We might as well have it then while you are at it. 


By Mr. Picard: 

Q. May I ask Mr. Willard, when he prepares that table about the various | 
countries, to include the costs; I mean the costs for the last year, let us say, 
1948 or the last year they had to pay them in these different countries for 
the various schemes, and for the number of pensioners?—A. Yes, we will try 
to give you complete information on the invalidity pensions and also to set 
out the provisions for family allowances in those two countries, if you wish. 


Mr. Knowtes: As one who has played some part in giving these research 
people a substantial amount of work to do, I think it should be noted that 
we are giving them so many orders that we should take a few days off so 
that they may catch up with them. 


The CuatrMAN: I was just about to speak about this matter if the ques- 
tions are over on Sweden and Denmark. . 


The Wirness: I would like to indicate in conclusion that in the case of — 
Denmark and Sweden, the source material is much more limited and we 
have had more difficulty in preparing what little information we have placed 
before you because a good many of our source books and other data are in a — 
foreign language. . 


By Mr. Ferre: 


@. Is it not true that in Denmark and Sweden the standard of living would | 
be much lower than ours?—A. I do not feel I can make any useful comment ” 
on that question. 

(. It must be so because of the amount of money they have got here. 
is Mr. Firmine: I understand that Sweden has quite a high standard of 
iving. 4 

Mr. Ferrie: They must be able to buy more for their money over there 
than we are able to buy with ours, otherwise they could not exist on that 
money. a 
The CHAIRMAN: Now, gentlemen, the United States systems will be studied — 
in two parts. There will be two memoranda. The first memorandum will 
deal with the old age assistance means test. That memorandum will be ready 
tonight and it will be delivered to the members in their mail boxes tonight. 

Mr. MacInnis: Will that be before or after twelve o’clock? 


The Cuamman: It will be between 5 and 8 o’clack. With regard to the 
second part of the United States Old Age system, the service insurance, it is 
quite possible that we may not have it before Monday. So, under the circum- 
stances I suggest that there be no sitting tomorrow and if we have the second 
part only on Monday it would be useless to sit then, so we might as well not 
sit tomorrow. Personally I do not care. | a 
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Mr. Firemine: There would be no objection to dispensing with tomorrow’s 
sitting, I am sure, after the week we have had with committees. 


The CHAmRMAN: We shall not be sitting tomorrow but we shall sit on 


‘Monday and consider the first part of the United States system; then on 
- Tuesday we will go on with the second part. It will have been distributed at_ 
the latest by Monday afternoon. Since the amount of material which has been 
-asked for involves such a large amount of research work, I do not believe that 
the answers and the tables could be made available before we have started our 


hearing of witnesses from outside. 
Mr. SHaw: As it is getting towards the Sut of the month, can you indicate, 


Mr. Chairman, how many communications you have received? 


Mr. Picarp: Before you set the date of the next sittings, might I say that 


_the Auditor-General who is supposed to appear before the committee on public 


accounts has told me that he has been asked to go to the United Nations to act » 


as one of the auditors of the United Nations and therefore he would like to 


leave as early as possible. So he asked, if we did not finish with him on Friday, 
could we meet on Monday as well. We are to have a meeting this afternoon 


and another one tomorrow morning and Mr. Sellar has asked if it would be 
possible, if necessary, to arrange for a meeting on Monday afternoon as well. 
I say that knowing that there are many members of this committee who are 
_ also members of the public accounts committee, and I believe that Mr. Fleming 
- would support my view, because I know he is a member of both committees. 


< 


Therefore, could we not have our next meeting of this committee on Tuesday 


_ morning instead of Monday? 


The CuamrmMan: We will have to have one then because time is pressing. 


Is it agreed that we have our next sitting on Tuesday morning? We will have 
_ two sessions on Tuesday? 


Agreed. 
At 1 p.m. the committee adjourned until Tuesday, May 2, at 11.00 a.m. 
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MINUTES OF PROCEEDINGS 


Turspay, May 2, 1950 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 11.00 am. Honourable Senator J. H. King, Joint Chairman, 
and Mr. W. Benidickson, M.P., Vice-Chairman, were present. Hon. Mr. King 
presided. Later, in the course of proceedings, Mr. Jean Lesage, M.P., Joint 
C Phairman, took the Chair. | 


_ Others present: 
|e The Senate: Honourable ca rat Burke, Fallis, Farquhar, Ferland, 
Fogo, Vaillancourt. : 


.. The House of Commons: Messrs, Ashbourne, Beyerstein, Blair, Brooks, 

Brown, (Essex West), Corry, Cote (Verdun-La Salle) , Croll, Ferrie, Fleming, 
4 Knowles, Laing, MacInnis, Macnaughton, Picard, Robertson, Shaw, Smith 

(Queens-Shelburne) , Welbourn. 

_ In attendance: Dr. G. F. Davidson, Deputy Minister, Deparkaent of 

I National Health and Welfare. 

_ Mr. Ashbourne requested that a correction be made in the printed proceed- 

ings of April 20, paragraphs 1 and 2 of page 103. (See this day’s Minutes of 

Evidence). 

% Mr. Knowles also drew to the attention of the Committee an error in his 

Bemarks appearing on page 82 of the printed proceedings, line 3 of the sixth 

aragraph. (See this day’s Minutes of Evidence). 

. f Dr. Davidson was recalled. He presented a memorandum on Old Age 

tL come Security Program—Old Age Assistance in the United States (No. 1). 
It was agreed that the memorandum be taken as read and incorporated in 

i the Minutes of Evidence. 

Dr. Davidson was examined on the said memorandum, being assisted by 

Mr. J. W. Willard, Director of Research, and Messrs. John Sparks and C. D. 

Allen, Research Assistants in the Department of National Health and Welfare. 


At 1.00 o’clock p.m. the Committee adjourned until 4.00 p.m. this day. 


y AFTERNOON SITTING | 

The Committee resumed at 4.00 p.m., Mr. Lesage, Joint Chairman, presiding. 

| ie Others present: 

. 4 The Senate: Honourable Senators Fallis, Farquhar, Fogo, Vaillancourt. 
a The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, 

Blair, Brooks, Brown (Essex West), Cannon, Corry, Cote (Verdun-LaSalle) , 
— Croll, Ferrie, Fleming, Knowles, Laing, Macnaughton, Picard, Pinard, 
~ Robertson, Shaw, Smith (Queens-Shelburne), Weaver, Welbourn. 


: The examination of Dr. Davidson continued. 


: Tn the course of proceedings Mr. Benidickson, Vice-Chairman, took the 
ss yhair in the absence of Mr. Lesage. 


q - At 6.00 p.m. the Committee adjourned until Wednesday, May 2, at 4.00 p.m. 


>. R. ARSENAULT, 

: & Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Housse or CoMMONS, . 
May 2, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 

Old Age Security met this day at 11 a.m.. Hon. Senator J. H. King, Joint 
: Chairman, and Mr. W. M. Benidickson, Vice-Chairman, were present. Hon. 
| _ Senator King presided. 


sm The CHarrMAN: Gentlemen, we have a quorum. I have to advise you that 
_ the co-chairman, Mr. Lesage, will not be present, but he expressed the desire 
that we continue. I suppose it will be your wish that we follow the procedure 
_ that has been adopted, We have before us this morning a report entitled Old 
_ Age Income Security Programs, Old Age Assistance in the United States. Would 
_ it be your wish that Dr. Davidson now proceed to deal with these programs? 
- Mr. AsHsouRNE: Before we take up the old age pension and security plan 
_ with regard to the United States, might I bring to the attention of the committee 
- a correction in the record of proceedings and evidence of Thursday, April 20, 
- 1950. At the top of page 103 there is a series of questions by myself containing 
_ a statement which is not correct and which I would like to bring to the notice 
_ of the committee as being incorrect. I said at the bottom of page 102: 

Q. Am I correct in thinking that income of every old age pensioner 
is reviewed every year, annually?—-A. That is a provision required under 
the law. 

(. I know that as far as Newfoundland is Gonads at course it is 
new for us as we did not have old age pensions before—but when the 
application was made, the applicant was required to state his income for 
the twelve months previous to the date of application?—A. That is 
right. 


ab seems to me, Mr. Ciera that there is some omission in the remark 


¢ sions, in Newfoundland before we confederated aie Canada, but not to the 
_ extent we have at the present time; and I would like to have a correction made 
a in the proceedings of this meeting so that that will be placed in the record, 
= because people reading this would probably think that in Newfoundland we had 
no old age pensions before. It might be advisable for members to have a copy 
_ of their remarks sent to them for correction before the proceedings are printed. 
-_ Can that be done in this committee? I wish to have my remarks recorded and 


M 


¢ t to have that correction made so that people will know that we did have a form 


rate of $6 a month to a single pensioner and a the rate of $10 a ones to a 
4 Binarricd pensioner; but a widow had to be aged 65 at the time of her husband’s 
- death to qualify for a pension. JI am sorry to have taken up the time of this 
- committee on this matter. 
ml The CHAIRMAN: That correction will be noted in the record of today’s 
proceedings. | 
5 Mr. Knowtss: Might I also make a correction? On page 82 of the record 
_ for Wednesday, April 19, I am quoted as saying: 

. because if you take the provinces from Quebee through to British 

Columbia the variation is greater; 
281 
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I am sure that what I said was: “the variation was not very great;”’ i aa 
The CuarrMman: “Not very great.” That shall be noted. We will proceed 

if there are no other remarks to be made. ) 3 
<a. 


. 


Dr. G. F. Davidson, Deputy Minister of Welfare, recalled: 


The Wirness: May I suggest that at this stage in the record the com- 
mittee authorize the document which is for consideration this morning, Old Age 
Income Security Programs, part I, Old Age Assistance in the United States, to be 
printed in extenso in the record, and my comments on this document will then 
follow on from that point. 4 


Agreed, | : 
By Mr. Knowles: i 


Q. Before this brief is placed on the record, I wonder if Dr. Davidson would 
look at the bottom of page 17 and see if there is not a typographical erro: 
there?—A. Yes, there is. a 

Q. Have you corrected it on the copy you turned in?—A. No, but it will be 
corrected on the proof. a 

Q. It says: “...even if an applicant’s income is less than $40 he is ineli- 
gible.” There is a period there. That should be a comma, instead of a period 
after the word “ineligible’—A. That is right. a 


OLD AGE INCOME SECURITY PROGRAMS 
OLD AGE ASSISTANCE IN THE UNITED STATES 
RESEARCH DIVISION 


DEPARTMENT OF NATIONAL HEALTH AND WELFARE 


OTTAWA MARCH 1950 
I IntTRopucTION Mee 

The Social Security Act of 1935 provided for the establishment of federal 
grants-in-aid for the purpose of enabling each state to furnish financial 
assistance to needy persons in the following three categories: individuals age 65 
or over, dependent children, and the blind. The OAA program (Old Age Assist- 
ance) is essentially the responsibility of the several states, with the federal 
government providing a portion of the cost of assistance payments and ol 
administration. fh 
All the states, the District of Columbia, Alaska and Hawaii had established 
state-federal OAA programs by August, 1937. There has been a steady increase 
in the number of recipients and annual costs since the inauguration of the 
program, except for a slight decline in the number during the war years. In 
December 1936 about 1-1 million needy aged persons received assistance; te 
years later this number had increased to nearly 2-2 million. By December 1947 
recipients rolls numbered over 2-3 million persons and, in December 1949, som 
2-7 million persons, or about 24 per cent of the population aged 65 and over 
ar 
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The rise in the number of assistance recipients has been accompanied by 
- mounting annual costs. For the initial year, which ended December 1936, the 
annual cost including administration was $155-2 million; within a decade, annual 
_ expenditures mounted to $886:7. For 1947, total outlays had risen to just over 
- $1 billion. This upward trend has continued, and in the fiscal year 1948-49, 
_ expenditures stood at $1-3 billion. 4 
i A wide variation in assistance payments as between the state is an import- 
: ant feature of the OAA program. The definition of need and the extent to which 
the applicant’s other income and resources are considered in determining the 
amount of assistance to be given, and the extent and nature of standards of 
assistance are matters in which individual states hold authority. These factors, 
t together with the varying incidence of poverty as between states, the fiscal 
problems faced by state and local governments, as well as the nature and 
operation of state administrative policies, produce wide variations in the amount 
and adequacy of financial aid given to needy applicants. The wide variation in 
assistance payments is illustrated by the fact that, whereas the national aver- 
age monthly payments to OAA recipients in December 1949 was $44.76,? the 
_ state average monthly payments ranged from a low of $18.92 in Mississippi to a 
high of $77.90 in Colorado. 
L OAA, while originally conceived as supplementary or residual to the Old 
Age and Survivors’ Insurance program (OASI), remains today, in terms of the 
_ level of payments and number of aged recipients, the major income maintenance 
‘ program for the aged. The importance to the aged of. the OAA program, in 
contrast to OAST, is illustrated by the fact that in December 1949 OAA recipients 
4 numbered over 2-7 million, whereas aged beneficiaries (retired workers and aged 
_ Wives, aged widows and PAC dependent parents) under OASI numbered about 
1-9 million. The OAA program also provided supplementary assistance to 
beneficiaries under OASI. In a survey made in June 1948, an estimated 10 per 
cent of elderly OASI beneficiaries were receiving financial aid under OAA; this 
‘proportion ranged from two per cent in three states: to a high of 35 per cent in 
another state.4 
- Average monthly payments and total disbursements under OAA are con- 
_ siderably higher than under OASI. The national average payment in December 
_ 1949 to OAA recipients was $44.76 as compared to the national average payment 
f to retired insured primary wage earners under OASI of only $26.00.° Further- 
more, in the fiscal year 1948-49, OAA payments to recipients amounted to 
_ approximately $1,259 million as compared to disbursements to aged beneficiaries 
under OASI of approximately 442-5 million.® 


Ss 


ir an 


1 For the fiscal year ending June 30, 1949. 


a > All monetary values in this bulletin refer to U.S. dollars. The current rate of exchange 
Bo is approximately $1.10 Canadian dollars for a United States dollar. This exchange rate is 
an helpful in indicating what a United States cash payment would provide if the payment were 
paid to a recipient in Canada and is the only yardstick available for translating the payment 
_ into Canadian terms. It does not, however, measure in Canadian terms the actual purchasing 
power of a United States pay ment. expended in the United States. Such a comparison involves 
not only the amount of the payment but also the relation of that payment to price levels and 
consumption patterns. 


__3In addition, OASI monthly benefits were paid to some 792,000 persons (younger 
_ widows and children of retired or deceased wage earners). OAA recipients and aged beneficiaries 
under OASI now represent about 38 per cent of the population 65 and over. 


4See Social Security Bulletin: Public Assistance Supplementation of the Income of 
Old Age and Survivors’ Insurance Benefits”, Vol. 12, October 1949, p. 14. 


5 The average monthly benefit to a retired worker will rise as the scheme matures. 


8In addition, about $132 million was paid to dependent children of retired workers and 
as younger survivors, and approximately $32 million in the form of lump sum death 
benefits. 
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II, FEDERAL OLD AGE ASSISTANCE LEGISLATION 


Title I of the federal Social Security Aet authorizes the federal vovernment 
to appropriate sums of money to enable each state to furnish financial assistance — 
to aged “needy” individuals. The basic philosophy of the federal law is to. 
provide federal financial aid and some federal guidance while allowing the states 
as much latitude as possible in the conduct of the programs. 

The receipt of federal grants-in-aid by the states 1s conditional upon the 
fulfilment of certain federal requirements. Each state must submit, for the 
approval of the Federal Security Administrator, a plan for granting OAA. This | 
plan cannot be approved if it contains any of the following provisions: 

(1) an eligible age requirement of more than 65 years; or 


(2) any residence requirement that would exclude from assistande any 
resident of a state who has resided in the state for five years out of 
the nine years immediately preceding applieation, and who has resided — 
in a state continuously for one year immediately preceding applicasg 
tion; or 


(3) any requirement that excludes a fe ei of the United States. 


The definition of need is left to the discretion of the state, limited only by 
the federal provision that the state, in determining need, must take into con- 
sideration “any other income and resources” of the applicant. In addition, the 
state plan must provide each applicant for OAA, who is denied assistance, a | 
fair hearing before the state agency. . 

The federal act requires that the state plan must be im effect in all politieds 
subdivisions of the state and, if administered by these political subdivisions, must i 
be mandatory upon them. Furthermore, the state plan must provide for financial - 
participation by the state; this provision removes the possibility of the state 
passing the whole financial burden on to local governments and, at the same 
time, gives the state a financial interest in the program. : 

The federal act requires that the state plan must provide for certain brome 
standards of administration to ensure “the proper and efficient operation”’ of the 
plan. Such methods of administration must include the establishment and 
maintenance of personnel standards on a merit system and must be approved 
by the Federal Security Administrator; in addition, the state agency must make 
such reports as the Administrator may from time to time require.? 

The Administrator must approve any plan which meets with all of the above 
requirements. 4 

At present, federal grants-in-aid are not available to states providing 
assistance to needy aged persons in public institutions, but the law has been 
interpreted to permit federal participation in grants to persons temporarily 
resident (usually not over three months) in a public institution for medical care. 
Originally, the purpose of this federal qualification regarding domicile was to- 
discourage the use of alms houses or poor-farms by state authorities, not to pre- 
clude federal matching for assistance payments to aged persons in public hospitals | 
as such.? 

The federal government does not share in that part of an individual’s assist 
ance payment which is in excess of $50, and does not share in assistance payments 
to recipients under age 65. With respect to the remaining state expenditures, 
the federal grant provides an amount equal to (a) three-quarters of the state 
expenditures on assistance payments, or three-quarters of the product of “ 


1See Chapter V of this bulletin for further discussion of federal administrative require- 
ments, the organization of state and local agencies, and other administrative matters. ¥ 
*The current public welfare bill now before Congress, (H.R. 6,000) provides for federal 


participation in payments to needy aged persons in state-approved medical institutdons, 
excluding institutions for tuberculosis and mental disease. 


| OLD AGE SECURITY 285 
- multiplied by the total number of OAA recipients for the month, whichever is 
_ the lesser, plus (b) one-half of the amount, if any, by which such state expendi- 
tures exceed $20 times the number of recipients for the month. : 

In addition to sharing in assistance payments, the federal government pays 
the state an amount equal to one half the amount spent by the state on what is 
determined ‘by the Federal Security Administration to be the proper and efficient 
administration of the state plan; the amount so paid to the state can be used — 
either for paying the cost of administration or for assistance payments, or for 
both. The federal grants for assistance payments and administration are paid 
to the states quarterly. 


4 


a 


Ill. ASSISTANCE PAYMENTS 


Br 

; 1. VARIATION IN ASSISTANCE PAYMENTS 
“ (a) Average Monthly Payments 

_ 


The definition of need, and the extent to which the applicant’s “other income 
and resources” are considered in determining the amount of assistance to be 
given, and the extent and nature of standards of assistance are matters in which 
the individual states hold authority. Thus the nature and content of state pro- _ 
grams, together with other social and fiscal problems to be discussed later, pro- 
duce wide variation in assistance payments. The distribution of the average 

monthly OAA payments in December 1949, by states, is given in Appendix I 
(OAA) and summarized below. The national average for that month was 
$44.76. It will be noted that all except five of the 51 states had an average 

monthly payment between $20-and $60 and that half of all states made average 
payments between $40 and $60. The lowest state average payment was abou 
one fourth the average payment in the highest state. 


——_ 
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Interstate variations in average monthly payments to recipients can be 
explained not only in terms of the variations in eligibility qualifications and state 
maximum assistance limits, but also in terms of the fiscal ability and tax effort 
of the several states, the extent and adequacy of payments made to aged bene- 
ficiaries under OASI from state to state, and the extent of need in these states. 
These factors are discussed later under their respective headings. 
In general, the states with higher average per capita incomes are providing 
higher average monthly payments. The almost direct relationship between 


RR TE ELE OOF 


+* 


average state per capita income and average monthly payment is illustrated in 
4 Table I, by a comparison of these factors in six industrial states and in six 
.. 


eatin 


ethan - 


largely agricultural states. 


Source: Data from the Social Security Bulletin, Vol. 13, No. 3, March 1950. Table 15, p. 26 


1These two states provide OAA to recipients under 65 years of age and there is no 
_ federal participation in payments to these recipients. 
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AVERAGE Strate Per Capita INcoME AND AVERAGE Montuty OAA PAYMENTS FOR SELECTED © 
INDUSTRIAL AND AGRICULTURAL STATES fx 
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Average Average . , Wie “Average Average 
Industrial Per Capita | Monthly Agricultural Capita Monthly 
States Income Payment States Income Payment — 


1945-47 June 1947 1945-47 June 1947 


i; 
BY ee OTe iin ee ose Pa eae aly $1,715 $46.99 Tennessee. NE ae ee G Laine $878 $18.38 . 
Connsecicnt east com Suéas Cooke 1,563 43.87 Georgia’: 30a Mee nee 832 17.0454 


INOW JOISEY ao cae i eae 1,476 40.76 Ne Catolina,.. 2.2404 816 18.058 
Rhode asad Pek Pia leg Sod ans 1,406 39.66 Alabania [yoo ck. es 776 17.54 
Massachusetts............ 1,396 50.60 Sn CATON sa.) hiner oe 732 20 23 8 
Pannsyl varies.) oi ke 1, 276 33.96 Mississippi. .0scu te 601 1¥ .32 


Source: Per capita Income data from U.S. Department of Commerce, Survey of Current Business. 
Monthly payment data from Social Security Bulletin, Vol. 10. No. 8, August, 1947. 


With regard to the low average monthly payments in the low income states, — 
the thirty states below the national average per capita income in 1945-47 made — 
a relatively greater tax effort than those above, but their average payments to 
recipients continued to remain low. The difference in fiscal capacity as between — 
states is one of the main factors accounting for the variation in average pay- — 
ments. i 
In a number of other federal-state programs, provision has been made for — 
adjusting the federal share of cost in accordance with the per capita income of © 
the state. However, in OAA the same federal fractional support is offered to 
both the low and high income states}. ; ‘ 

As well as interstate variations, monthly payments may vary within the — 
political subdivisions of a state in accordance with the extent to which the state — 
agency administering or supervising the program has established objective — 
standards of eligibility and need, and made these mandatory upon the localities — 
(if they are administering the program under state supervision), as well as the — 
actual level of budgetary requirements of the applicant, and the consumer’s price 
level in his community. z 


« ) 


7 


(b) Maximum-Minimum Limits 


No maximum amount which may be paid to a needy aged individual is set 
out in the federal Act, but the sum of $50 per recipient is the maximum monthly — 
amount on which the Federal government. will pay its proportionate share. This 
federal participating maximum does not vary with the cost of living. The cost 
of living index increased almost 40 per cent, between 1939 and 1946, whereas — 
the federal participating maximum rose by only 124 per cent. sii 

The level and adequacy of assistance payments are greatly affected by 
state maximum limits. As of March 1950 there were only eleven states with — 
no state legislative or administrative maximum. Nineteen states had established — 
a maximum above the federal participating limit ($50), fifteen states had a 
maximum of $50, with provision to adjust this amount upward in accordance 


* 


Ho , 


1 The Commissioner of Social Security in the 1949 Hearings on Public Assistance suggested 
a formula which would achieve the objective of granting federal funds “on a basis that considers | 
the relative financial resources of the state . . .” This formula provided that “. . . the 
federal government would pay from 40 to 75 per cent of the cost depending on the relationship 
between the per capita income of each state to the national per capita income. The state with — 
the highest per capita income would receive 40 per cent in federal funds. The state with the 
lowest would receive 75 per cent. All other states would receive interim percentages”. a 
_ Under the latest public welfare bill (H.R. 6000), now before Congress, the method of 
distributing federal grants is by a formula similar to the present one, but it provides a 
larger pene of federal participation in state programs making smaller monthly assistance 
payments. A ee 
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with changes in the federal law, and six states had maximums below $50. Some 


B: states permit exceptions to their statutory or administrative maximums. In 


1949, the state of Illinois set a new maximum on individual payments and made 
a new provision for reconsidering this maximum semi-annually in the light of 
changes in the consumer price index. 


’ Seventeen states have set a minimum limit on state payments, ranging 


from $2.00 in two states, (with a considerable number of states having a $3.00 
- state minimum payment), up to a high, in one state, of $60 per month, less income 


and resources. In this latter state, the minimum assistance payment becomes 
in effect a basic payment from which is deducted any income and resources; 
resources here include mainly cash or its equivalent in excess of $200. 


2. STATE DETERMINATION OF ELIGIBILITY AND AMOUNT OF PAYMENT. 


(a) Age, Residence, Citizenship. 


Federal law prohibits the state from establishing certain age, residence or 
citizenship qualifications which might disqualify an applicant!. By March 
1950 four states had no residence requirements whatsoever, twenty-two required 
one year of residence, three required three years, and the remaining twenty-two 
required five years of residence?. 


With regard to citizenship qualifications, twenty-nine states have no citizen- 
ship requirements, sixteen states require U.S. citizenship, four states specify 
citizenship or 25 years’ residence in the state and the remaining two states 
specify U.S. citizenship or 10 or 15 years’ residence?. 


(6b) Definition of N eed 


Few states define, with any exactness, the minimum standard of living 
below which an applicant is regarded as “needy”. A “needy” person is usually 
defined as having “insufficient income or other resources to provide reasonable 
subsistence compatible with decency and health”. The amount of payment to 
be provided is usually the difference between the applicant’s income and resources 
and his basic subsistence requirements, as determined by the standards of the 
state or local administrative agency. Such a procedure is known as the Budgetary 
Deficiency method of determing need. In 25 states certain items, for example, 
food, rent, clothing, shelter, fuel, light, water, household supplies, etc., are made 
mandatory, and other items optional, in the determining of how much assis- 
tance an individual requires. 

It should be noted that the assistance payment is not reduced, as under 
assistance programs in certain other countries, by the excess over a defined allow- 
able income from all sources. Rather, an applicant’s income from all sources, if 
any, is brought up to his own particular basic subsistence requirements by means 
of a monthly assistance payment. There is some tendency for states to establish 
the size of assistance payment by using generalized methods of determining bud- 
getary requirements rather than by basing the payment on the needs of the 
particular individual. The character of the need provisions of state laws has a 
serious effect on the degree of equity achieved both within the state and between 


1See Chapter II for federal requirements on age, residence and citizenship. 

2The Social Security Administration recommends that the federal Act be amended to 
prohibit, in state plans approved under the Act, the inclusion of any residence requirement 
which excludes an individual who resides in the state. 

3 State citizenship requirements are neither mandatory nor excluded under the Act and 
for some considerable time the Social Security Administration, as well as national welfare 
organizations, have recommended the abolition of any citizenship requirement under State OAA 
programs. 
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- The administration of the needs provision and the necessity for establish- 7 
a Laatntrals continuing eligibility for all recipients, 1s probably the: 
st di lem facing state agencies. ; S } 
Pea eset defined under the Act as “money” payments to be aged 
individuals. This definition, restricting federal grants to reimbursing t Le a 
for money payments, has almost achieved the abolition of eters aes ms a a 
With regard to medical services for the needy aged, the fact that the i ete a 
erants to the states are restricted to cash payments made directly to indivi ua s : 
has limited federal help in meeting necessary medical needs. However, medica 
expenses of the needy aged may be included in the monthly assistance payment, 
if the amount required has been estimated as a part of the receipient’s needs 
and if the monthly payment remains within the federal participating maxi- 
mum.1 When federal help is not possible, the financial burden of medical care 1s | 
then placed on the state and local areas, which consequently introduce poatage 4 
in the availability and content of state and local medical services to the aged.? — 


(c) Resources of Applicant 


The only federal requirement with regard to resources of an appheant is © 
that a state, in determining need, must consider any other income and resources — 
of an individual applying for OAA. Very considerable variation exists between . 
states in terms of policy regarding the nature and amount of an applicant’s 4 
resources to be so considered; that is, while income is in all cases taken into 
consideration in determining the amount of assistance needed, limitations on 
the amount of real or personal property that an applicant may have and the ~ 
extent to which the relatives of an applicant are held responsible for his support, | 
materially affect the amount of assistance provided. ‘Thus, the policies regalrding 
allowable resources are important in explaining the difference in the number 
of persons assisted and the amounts of assistance provided as between states. — 


(1) Income Restrictions. With the exception of three states, the maximum ~ 
income beyond which an applicant will be considered as ineligible for assistance 
is not specifically established. As previously mentioned, the usual provision — 
reads that an applicant to be considered as needy, must have insufficient — 
income or other resources to provide reasonable subsistance compatible with 
decency and health.” 


(ii) Real and Personal Property Restrictions. Considerable diversity exists — 
between the states in regard to state laws concerning real property owned, con-— 
trolled or transferred to or by an applicant. In about 40 states, the value — 
of various kinds of property that an applicant may possess is limited: Many — 
states allow the ownership of a home ranging in maximum value from $1,000 4 
(for a single person) to $6,000, while in other states no value limit is specified. 
Possession of property in excess of the allowable value usually makes an applicant — 
ineligible for asistance. A few states require that needy individuals who © 
own property must transfer the title or control of the property to the state 
or locality, in order to qualify for assistance; various devices such as liens, — 
assignments, transfers, mortgages and trust funds are used to effect this end. 

In general, the interest of the surviving spouse or dependent children is — 
protected, by allowing them to continue to own or occupy the home left by 
the deceased and to benefit from certain other property of the estate. How- 
ever, all except nine states retain the right to make recovery from the estate 
for all or part of the assistance paid to the deceased.1 es 


See Chapter II for discussion of federal financi 
The 1949 Recommendations of the Social Securit 


in state-local payments made directly to persons an 
needy aged recipients. F 


al participation in state programs. ; 
y Administration included federal sharing — 
d agencies supplying medical services to 
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In the matter of personal property, applicants are usually allowed to 


retain cash and liquid assets ranging from a low of $150 for a single person, 
in one state, up to a high of $750 in another state. Ferquently, state policy 


allows applicants to retain for their won use the cash surrender value of hfe 
insurance policies. The allowable limits on the cash surrender value vary con- 
siderably between states, ranging from $150 to $1,000. In addition, the retention 
of specific sums of money for the payment of burial expenses is frequently 
allowed; in one state, cash and other liquid assets up to $500 may be retained 
by the recipient for burial purposes and for payment of costs of the last illness. 

Beyond these stated real and personal property limits, which vary from | 
one state to another as set forth above, an individual applicant is usually 
considered ineligible for assistance, or is considered eligible only at such time 
as his resources are reduced to the allowable limits. 


(i) Illustrations of state property and income limitations. The property 
and income limitations of four states are described below in brief to illustrate 
the considerable variation between states in the treatment of the resources’ of 
an applicant. 


State A—Average monthly payment $28.51 (December 1949). In state A, 
the law specifies that the sum of the assistance and any regular cash income 
cannot exceed $480 a year. A person with a monthly cash income of $40 per 
month therefore cannot receive OAA. Even if an applicant’s income is less 
than $40, he is ineligible, if he has a bank account of more than $300, if he 
owns an automobile, or if he has a responsible relative (spouse, child or grand- 
child) whom the agency considers able to support him. Life insurance policies 
must usually be adjusted so that the recipient’s only remaining equity is the 
cost of his burial. 


State B—Average monthly payment $35.88. In this state, cash assets 


¥ may not exceed $350. There is no specific requirement with regard to life 


insurance policies. No maximum is placed on real property considered as a 
homestead: Non-income bearing real property, other than the home, must 
be offered for sale at a fair market value; if such property produces income, 
that income must be considered in determining the amount of assistance required 
by the applicant and his dependents. . 

_ The real property of an accepted applicant is placed under a lien and 
claim is filed against his estate for recovery of all assistance paid to or on 


his behalf; this claim may not be asserted if the surviving spouse is occupying 


real estate, except in the case of fraud or unless other persons are trying to 


assert claim. As in most states, the applicant may not have sold his property 
_ within five years prior to the application in order to qualify for assistance. 


State C—Average monthly payment $47.32. Ownership by either the hus- 
band or wife or both of real property (other than the homestead) of life insur- 
ance with a cash surrender value over $300, or of over $200 in personal property 
(excluding household goods, wearing apparel and personal effects) disqualifies 
the applicant, in this state, unless these resources are transferred in trust. The 


allowable cash reserve (held in joint account with the administrative agency) 


1The Federal Security Agency Annual Report, 1948, (p. 178) recommends that, as a 


- condition of federal grants, states should be prohibited from acquiring transfer of title or 


control of recipients property to a state or locality, but such recommendation would not — 
prevent the state from making recovery from the estate of the deceased recipient for 
assistance that he received, or from establishing the maximum amount of property that an 


individual could continue to retain and receive assistance. 
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may not exceed $300 for an individual secon! or $500 for an aged couple. 
A recipient may not convey or encumber his home ate Belase A. of the 
state agency. 

Upon the death of the recipient, the total amount of assistance granted — 
is allowed as a preferred claim against the estate of the deceased, after an — 
allowance of $150 for funeral expenses and the cost of the last flinese Inv3 
making claim upon the estate, no claim is made against the home occupied by — 
the surviving spouse or dependent. Personal effects up to $200 are not subject — 
to claim. 


State D—Average monthly payment $47.18. More liberal property and — 
income restrictions are allowed in this state. An applicant’s cash reserves may 4 
be as much as $500 and he may possess life or burial insurance if the cash 
surrender or loan value is not more than $1,000, and still be considered as 
eligible for assistance. Furthermore, an applicant may own, in addition to — 
his home, other real property which does not have an assessed value in excess 
of $1,500 for a single person or of $2,000 for a couple, provided that this — 
property is developed as a resource. The state act includes no lien and recovery — 
provisions. 


; ah 


IV. FINANCES 


1. Sources or REVENUE 


The OAA program is financed jointly by F ederal grants-in-aid hand 
general federal revenues and by state or state-local funds. In order to claim ~ 
federal funds, a state is required to participate financially in the cost of OAA, — 
but whether the non-federal share of the cost is met entirely from state funds — 
or from both state and local funds, is determined by the State. ag 

In 1947 a total of 35 out of the 49 states financed the state’s share of OAA a 
entirely from general revenues, with the remaining 14 states utilizing earmarked — 
revenue funds only, or general and earmarked revenue funds. In the individual 
localities the real estate tax is the main revenue source. s 


2. TRENDS In Toran. Cost 


There has been a very substantial increase in the cost of OAA since 1937. — 
In 1936-37 total OAA costs, federal, state and local, were about $250 million. — 
Costs increased steadily to $500 million in 1940-41 to $700 millions in 1944-45, 4 
over $1 billion by 1947-48 and reached a total of $1-3 billion in 1948-49. It is _ 
estimated that, at the present rate of growth, the cost will exceed an annual My 
rate of expenditure of $1-5 billion within another year. BE: 

Steadily 1 increasing post-war costs are due to a number of factors, including — 
the 1 Increasing proportion of persons aged 65 and over in the population, and the | 
increasing number of needy persons in this population, the liberalized federal 
Ss eng provisions which became effective in 1946 and 19481, and certain — 
upward adjustments in assistance payments since 1947 to Paper rising ee B. 
costs, particularly with regard to food and clothing. ‘ 

(a) Federal. Federal grants-in-aid have gradually accounted for an increas- 
ingly larger share of the total costs of providing assistance payments — 


a 


'1 These provisions permitted broader recognition of need than may have existed for. some _ 
time, particularly in the low income states. ci 
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to the aged. In the calendar year 1936 Federal grants amounted to 
A2-8 per cent of total OAA expenditures. This percentage of federal partici- 
re ees to 52-6 per cent in 1947 and to 54-8 percent in the fiscal year 

The federal share of total costs varies widely as between states but in 1947, 
all but seven states met more than half their total costs from federal funds 
and ten states, all southern, met between 60 and 63-7 per cent of the total 


cost from federal funds. 


(b) State and Local. Since the inception of the scheme in 1936 the larger 
share of on-federal cost of OAA has been carried by the states, and the pro- 
portion shouldered by the localities is steadily diminishing. In the calendar 
year 1947, state and local funds met 41-2 per cent and 6-2 per cent, respectively, 
of the total assistance costs and administrative expenditures for OAA. 

By 1948, two thirds of the states, either paid 100 per cent of the non- 
federal cost or received local contributions amounting to less than 1 per cent. 


3. Division or Cost 


(a) Federal Financial Aid 
(i) Grants for assistance. The present formula provides that the federal 


government shall pay three quarters of the actual monthly state payments, or 


of the product of $20 multiplied by the total number of recipients whichever 


is the less, plus one-half of the difference between the total state assistance 
payments and the above product. In calculating total state expenditures, that 


part of any payment over $50 to any individual is excluded. 

To illustrate, the federal grant to a state which has paid $625,000 in a month 
to twenty thousand recipients is calculated as follows. (It is assumed here that 
no individual receives a payment of over $50). The product of $20 multiplied 
by 20,000 is $400,000. The remaining state payments thus amounted to $225,000. 
The federal grant is therefore three quarters of $400,000. i.c., $300,000, plus 
one-half of $225,000, i.e., $112,500, to a total federal grant of $412,500. The 
federal grant in this state would thus represent 66 per cent of total assistance 
payments. 

The federal share of expenditures varies from state to state depending upon 
the level of state payments, but the maximum amount that the federal govern- 
ment may contribute is $30 of the state average payment per recipient; that is, 
three quarters of the first $20 which is $15, plus one-half of the remainder ($30) 


up to $50, or an additionnal $15, making a total of $380. Actually no state 


receives as much as $30 per recipient since all states make some payments 
under $50. 

The amount and per cent of Federal funds in state average monthly pay- 
ments of various size, is shown in Table II. Since just over two thirds of the 
States in December 1949 made average monthly payments of less than $90, 


. Federal participation ranged from about 60 to 75 per cent in these States. 


1The original federal formula stipulated the federal government would pay each state 
50 per cent of the aggregate of individual payments not including such portion of the payment 
to any individual as exceeded $30; that is the maximum federal payment in the case of each 
needy aged individual was $15. The 1939 amendments continued the 50-50 matching formula 


, but the total sum on which the federal government would pay its share (one-half) was increased 


to $40. The Social Security Act amendments of 1946 increased the federal participating maxi- 
mum to $45 and changed the fractional formula from a 50-50 matching basis, to two thirds of 
the first $15 of the average payment in the state, multiplied by the number of recipients, 
plus one-half of the remaining amount up to $45. 
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TABLE II ; Spor Meee a > ce 
FEDERAL CONTRIBUTION UNDER Present Law, By AMOUNT AND PER CENT OF STATE AVERAGE 
OAA MonrsBiy PAYMENTS OF SPECIFIED SizE ret 


ee eeeSseaaw=wvw—e_vas—ews]/0,—,_0—_—_—*- A 
Federal Contribution ‘ 
State average monthly payment (?) : 


Per cent 
Amount of Total 
ME She EPEAT SED AD LS SS A Fs EE A RRS ed A iE 
ORG Meme ear ke eS Ok eh at ORY Os ote Gane ine UI or ay Mak tear ee $15.00 75 
oF Bb SR REG MEE RES A APR Lae Peedi eek ay yt Whe Seen PN Soa ee ah 17.50 70 
ERIC MR ica BB OY oS Te co a a 5, ta kt @ aaah Uk ol eter ade Rede MIDI eas eae 20. mi a 
Gea 2 Sm. hes agi ete Dee ERO PONE Taal Ain MER we MIRE ERTS Suni oe besten ds ats DUS 22.5) 
30 onc OD PORECS AN LRM Res CSTR as deere MOR 2? lh Soa e-8 Ge eek a ahah gud mh IONE 25.00 62 
Ba eet St hs lo SO NS Mc Veen ae en Re mhe ibe dle Beg Wye rrere ib tegstess(ime 27.50 61 
"CARRERE Se SEAR le aPC PRE RMT ECA, ite aran dated oR | meee. Lay 30.00 60 
BGR hn eae CM PEER SERS Tes Mlk RAGS kat cemeelcte unre aes 30.00 50 
ie 2 he Mee Ss nar ahve lee ole wombat alae Atle Om CO ew aerE NUE Au hia teks amen 30.00 43 


Source: Report Number 1300, Committee on Ways and Means on Social Security Act Amendments 
of 1949, House of Representatives, 81st Congress, Ist Session, Washington, 1949. 


(1) State average for federal matching purposes includes all payments of $50 or less, and in the case 
of larger payments only the first $50. 


(ii) Grants for Administration. In addition to grants to the states for 4 
assistance payments, the federal government mects one-half of the state costs 
of the “proper and efficient” administration of a state program. The state has 
an option as to whether this grant shall be used to pay the cost of administering 
the programs or for Old Age Assistance payments or for both, but the grant. 
may be used for no other purpose.! For the fiscal year 1948-49 state administra- 
tive costs represented 5:3 per cent of the assistance payments. 


(b) State-Local Finance. The extent to which state-local funds are made 
available to finance OAA programs is the product of two major factors, one 
social and the other fiscal in character. The character of state-local finance is’ 
affected by the social policy within the state as shown by the extent and recogni- — 
tion of need, and by the political weight given to the aged program as compared _ 
to other state-federal or state-local programs for needy persons and other gov- 
ernmental programs at the state level. Important. as well, is the extent to which 
a state’s tax effort and tax ability affects state-local participation in the program. 


(i) State Tax Effort and Ability. Under the present federal matching 
formula where federal funds meet three quarters of the first $20 paid to the 
recipient, a state with low average payments receives a greater proportion of 
federal grants than does a state making high average payments. “The present 
aid formula by offering the same fractional support to all states, takes no 
direct or systematic account of differences in their (fiscal) ability.”2 On the whole 
the poorer states (with a relatively greater number of needy persons) make — 
a substantially ereater effort to tax what tax sources are available but, in view § 
of the low per capita income in these states, the actual tax yield, and therefore — 
the amount available for state programs, including OAA, is smaller in the aggre- 
gate, and the assistance payments less adequate, than in high income states. : 

* Under the original Act the federal shar admini : a 
fy a Nia a piper cent us cat bp the state oe anien cee tinder the 50-50 matching r 


2 Johnson, Byron L., “The Principle of Equalizati Applied i ; 
Aid”, Bureau of Research and Statistics Bocial Beenie ede seo teatinn, (Basen tase ae al 
No. 66), Government Printing Office, September 1947, ay ei (Buredu Moncrnaa 4 
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V. ADMINISTRATION 


1. FEDPRAL 


J The OAA program is essentially the responsibility of the several states both 
- with regard to the detailed content of the OAA law and its administration. Cer- 
- tain federal requirements, however, are made conditional upon the receipt of 
_ Federal grants-in-aid. These requirements are outlined briefly below, with the 
exception of those pertaining to age, residence, citizenship, and state definition of 
need which have been previously discussed. 


(a) Federal Requirements 


‘ To receive federal aid, a state must submit to the Federal Security 
_ Administrator for his approval, a state plan, based upon state enabling legisla- 
_ tion, and setting out its administrative policies and procedures. The plan must 
; conform to federal requirements and, when approved, has the effect of a contract 
_ between the state and the federal government. 
The plan must be in effect in all political subdivisions of a state, and must 
_ either provide for a single state agency to administer the program or to supervise 
the administration of the program. If the plan is administered by the local areas 
of a state, (usually a county) state policies and procedures are mandatory upon 
_ the local areas.1 The federal Act further requires that a state plan must provide 
for financial participation by the state but does not define in what manner or 
_ to what degree state or state-local participation is to be effected.? 
Since the 1939 amendments to the Social Security Act, the Social Security 
_ Administration has had an important control over state administrative standards 
through a continuous administrative review of operations, so as to ensure “the 
proper and efficient administration” of the state plan. The federal admini- 
 strative review is assisted by the requirement that a state must report on opera- 
tions on such forms and containing such information as is required by the 
_ federal authority. Apparently this control has been exercised on a flexible and 
- consultative basis. Although the federal government has no authority over any 
individual employee, the states are required to establish merit systems for per- 
sonnel under this program; in addition, the federal government, as a part of the 
- administrative review, is concerned with assisting the states in the broad personnel 
problems relating to examination, certification and selection procedures, salary 
classifications, qualifications, and so on. 
One ‘mip priant federal provision which hag received great emphasis under 
this “needs” test program is the requirement that the state plan must provide, 
_to any individual whose claim for OAA is denied, an opportunity for a fair 
_ hearing before the state agency. This provision has received ereat emphasis, as 
it is believed such appeal machinery is essential to facilitate the program’s pre- 
dominant philosophy of providing assistance in a manner which recognizes an 
_ applicant’s right to assistance if he is in need, which provides such assistance in 
such a manner as to encourage the dignity and self respect of the individual 
-and: finally, recognizes his right of appeal if denied assistance. This democratic 
safeguard of the right of appeal is further supported by the federal requirement 
_ that a state must restrict the use or disclosure of information concerning appli- 
-eants and recipients to purposes directly connected with the administration of 


; 1The Social Security Administration has recommended for some time that OAA as well 

as the other categorical assistance programs under the federal Act, together with state 
programs of general relief, be administered by one state agency, and at the ‘Jocal level, by one 
| local agency or branch of the state agency. 

2 The Social Security Administration has recommended the elimination of state laws 
which require a fixed percentage of assistance cost to come from federal, state and local 
funds and th taa state, as a condition of plan approval, should apportion federal and state 
funds among localities in accordance with their need for funds. 
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OAA. The appeal is to the state agency, not to a local agency. This Toate . for 
a uniform appeal procedure within the state and reduces possible partisan 
attitudes on the part of the local administrative agency; however, fair hearing 
procedures and standards are as yet not uniform in all states. — ; P 


me 
a 


(b) Administratwe Agency. 

The Social Security Administration through the Bureau of Public Assistance, 
and the ten regional offices of the Social Security Administration, is responsible. . 
for ensuring that the states fulfil the federal requirements upon which federal 
erants-in-aid are conditional. The Bureau, through its regional staff, makes 
available continuing technical guidance ana professional consultation to state 
agencies on all phases of their public assistance programs, in order to promote 
efficient operation and to improve the quality of service. Consultative services 
are available to the states on such matters as objective standards for determin- 
ing need and amounts of assistance, methods of staff development and research, 
as well as to assist the state agencies with administrative and research problems. 
The information acquired through such services is valuable to the federal govern= 
ment in establishing its long-range policies. q 

A continuing administrative review is also conducted by the Bureau, to 
give advice and counsel to the states on request, to analyse administrative opera-_ . 
tions and make recommendations as to the amount of federal grants, and to 
negotiate with the states in the rare case when a state plan has been altered 1 in 
such a way as to threaten the continuance of federal support. In addition, 
federal experts in specialized areas of public assistance (e.g., medical care 
research) are made available on loan to state agencies, a 


2. StatE-LocaL % 


All states, in accordance with the federal requirement, either administer © 
their OAA programs through state and regional or district offices, or superna 
the administration of the local agencies providing OAA. ) 

A considerable degree of administrative integration has been achieved 
between state and local agencies. “At both the state and local levels, at present, 
(1948) one agency is‘responsible for the three special types of eae assist 
(Old Age Assistance, Aid to Dependent Children, Aid to the Blind) in all but 
nine states.’’} Pietheetinne: in a great majority of states, these programs are 
administered through one ie (either state or local) in all localities of the 
state. There are over 3,000 local offices of state or local agencies, in the US, 
usually established on a county basis; these offices assume direct operational 
responsibility. 

Generally speaking, the executive control of a state agency is held by a 
state Board or Commission which usually holds policy formulation and advisory 
functions, and acts to refine, interpret, and advise on policy matters as defined d 
by the ae legislature. in. about a quarter of the state agencies, the actual 
administrative function is given to the state board or commission, while in other 
states, the commissioner or executive officer performs this fanenon under » the 
Commission or Board, . ne 

In most of the states, the program is administered by local offices (coma r) 
under the supervision of he state agency. The local agency is a Board or Com- 
mission with a director or supervisor, in all but four states. ’ 


' Federal Security Agency, Annual Report, 1948, p. 194. 
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OLD AGE ASSISTANCE 
APPENDIX I 


Otp AGE RECIPIENTS AND PAYMENTS TO RECIPIENTS, BY STATE, DecEMRBER 1949 


| Number of | Payments to Recipients 
State Recipients = |_——_________- 

d Total Amount] Average 
ee om ete ar CUE ee te GRIER EMI late had) 5 2,735,987 | $122,457,332 $44.76 
tee yee edo RABI lees SEE ela Sok re Sea Sa Ei is 77,2380 1,606,171 20.80 
© Gye ot eee ETA LL Pin, oe Ya SR Seiten ete ee OLS S Aaa oe 1,547 90, 347 58.40 
RT Pe eee es cine Se ON a Meo. hams ce RE JC 12,566 664, 726 52.90 
OTTER ree oie te Bb Cane Aa Shea SAT Sane Sete Ste ot way dees 60,657 1 DLOI213 25.05 
SEE Seether ey RL Sep ee rN Sy healer t tN eh. 272,706 19, 291,953 70.74 
lorado BASE ee AEP ORM, Pees Re 2 eke Veil aa AR a ae a ao 49,417 38,849,023 77.89 
RCSL TUG en ReES Rare, Men Pa MON y! CAPR Rist en sietck, sale tadopec suet holy 18, 502 1,091,172 58.98 
RE A Sie es R01. eats! ing Oe Oh teh ee a dates tis ab noes 1,617 46,094 28.51 
ee istrict TIO ny ead Ce ie BOS eer Le Phe atte Vane Ae QUEL 117,579 42.34 
eh EE Tai woah ES Ree is 28 Ae et ee Pepa Sa gee 67, 273 2,715,740 40.39 
LO SESS ice aN, OMA Ell 8 are A rer ore rn I Oe 96,806 2,210, 648 22.84 
(i a re “IE SITES ORR ah Rn ae ReMi nee RE geet Te 2,379 76, 502 32.16 
De AR eee ora. EADS EA MEANS 1 sie, asbekes RMS. scowls Seah Sia sods UPS: 11,189 525, 259 46.94 
PO Tee SEAM e SSH ake Lelie seer es ee RB hs 128, 639 5, 703, 843 44 34 
oy ORE ie oe te ee ey kL Mie oar aL SPU gs ae 51,185 1,834,131 35.83 
eee A ee een Uh ele Uh SNES hoe aa RD eater sry 49,081 2,399,841 48 .90 
a CDI Ry AR RE RN Sere, GS a 38.364 1,934, 147 50.42 
(SS eae Std aii Miter aide fs RU PEG EAR Dead SON Rt a ae oe 61,079 1, 290.595 OL is 
EEL cota EA se ined ek tie myles da A TOMI Ak ee LR 121,076 Di, (12,029 47.18 
EA Spe EA aT B IN Ie SUA RED Re A De fle hk NA SE Ry Ra 14,515 626, 559 43.17 
EE aS Sea Re ARO ea nT ORES ad Ae et be TO A See aye et 11,930 442,456 37.09 
ssachusetts Nat ae 65 PR eA ROL OM £Neg el ne De 98,091 6,417,795 65.43 
EA a Ie os MIU ck RGR GG aan PIE hae AR 98,743 4,609, 199 46.68 
nD nesota Se MEA AIS We MEADE gh ROTI eo Mane COE ey nee ee NN Ca Ge 55,908 2.749, 958 49.19 
ssissippi ese eT. Sere car ee BUTS: GR she Wicca) Begala Pane Naa taty | WEF ee OR 61,552 1, 164, 646 18.92 
NERD ey pee Ree teary aS UAL ch Mes” Yikes Cet, eA et ge oe lhe 8 128, 598 5, DoDy ole 43.20 
RST ey Prey oct Sel ais be WO aah ahs gate Chay pa SF ee OS 11,547 601,708 S22 a0 
ENS Ts eletiee OP As nes eek BAe Be GAT em ea Bara ge Rene 23,919 1,045, 298 43.70 
TE Ft 0 Ey i Ny os a le gdtp eh 6 BE. et nA ats eae baie cia ae 22501 138,094 54.01 
a SL SCL WU REINA NGI ln CS is Ud satan ot bas icy Noa Oak ae 9 Mele 319, 202 43.89 
| New Jersey....... Me he ATED AEP, Sec te Seabee TAR oven mea ipl 3% Ok at AE 24, 243 1,186,691 48.95 
RMN te Seshsl ke te edhe ap eae, te ake «ARS fae Phd aa 9,976 358,718 35.96 
REE Me Re) aE Si) eink ee Ree gone BE cotta 119, 293 6,458, 554 54.14 

SUSUR COTAIIEV IR PARE fo sic Ah, Uo ya ice uel eel Nica), ate che eh SOAR eS 57,940 1, 258, 788 Zhe fd; 
MILICESUAL 50 Ag ehh PATS Toe cout thw A hes game: 8,858 419, 162 47.32 
ASAI a ORE Rates Saree C0 BW ar ae ps ba estan fe Pe 127,095 5,944,570 46.77 
ON fleet 86 2 SOM Tie esa dame TAC ae ate RA eae Ae eR oe a 101,187 5, 268, 229 52.09 
«icc BE, Sh AN Ree ed OE aD ey OER One Reever as ya Ee 23302 1,230, 142 De sie 
ALES SS 6 7 6G renep eee Oe gael Se OE SR ea 92,976 3,700,729 39.80 
SY PEG ae U8 atts Nee RD ois et RP ov a ge A 10, 156 466, 831 45.97 
EAE gE Santas Sah Ad eee MP cole ae ce ea PO 39-527 896,490 22.68 
MIS Ode Seth Se et ee os meh ar al 5%, 121% A472, 892 39.03 
BRET ES WE ee eee. Se hs Me i eae sete lent ae eens 62,055 1,921,409 30.96 
a aS GRR RUSS CSSD Bete ered OC te lt YR SR See ge FA 219,609 7,495, 196 34.13 
EN Fs Pin a Re Fee ot ced OG heen taabe ch tpiateeh ods, ohn Itt 10,097 456,458 45.21 
Nc teas Boke Ba. es ah UEs «Roe ge eetnien Sack 6,713 235,010 35.01 
ARON sae gis On NE BP te pp i ne aE Em aed oO EU 18,939 399, 252 21.08 
ESS Eat PE ak ee 2 Sage Aa) ey eae RES She aa 71,936 4,811,524 66.89 
EE SEMIS DR er St RS aR rte A ares Aree en) Ss ASME) OD 25,578 695, 047 Dh 
OE 5d le ae A RB ea the Ne EN er gh Bey Se rs 51,550 2,200,935 42.70 
EN ree Sere ees CLE SW eR ON aid Mace hyeg gehen ils 4,174 230, 764 55.29 


|. q ‘ie Social Security Bulletin, Vol. 13, Number 3, March 1950, Table 15, p. 26. 


w The data includes 16,654 recipients under 65 years of age in California and 3,480 in Colorado, and 
also 0, the payments to these recipients, for which federal grants are not available. 
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The Wrrness: This morning and this afternoon we are going to endeavo ir 
to cover the largest and the most complicated system of old age security 0! 
which we have any information, and there is one thing Lciuek think I should 
sav from the outset with regard to the United States program: it does not 
come within that category of program that Mr. Willard referred to last. week 
when he pointed out the difficulty of getting full and adequate information n 
respect to the programs in effect in Sweden and in Denmark. There 1s certainly 
no scarcity of information available for study in respect of the United States 
program: in fact, one is confronted with the complete reverse of the problem, 
very real difficulty of boiling down information with regard to a very com=— 
plicated program into manageable proportions. To illustrate, I need only refer 
you to the record of the hearings which have been taking place in the United 
States within the last two years in regard to amendments proposed in respect 
to old age security programs in that country. We have, for example, before us 
the proceedings of the House of Representatives committee of a year ago, of 
which the volume I hold in my hand is, only one volume; and we have coming 
out at the present time these additional volumes on the hearings being held in 
the Senate committee to discuss the same bill. The testimony in the case of the 
House of Representatives committee of a year ago, runs to over 2,500 pages of 
small type; and the incomplete record of the Senate hearings up to the thirteenth 
day of February this year runs to 1,130 pages, with a third volume of the” 
Senate hearings still to come. q 


Mr. Fiemine: We will probably outdo that in this committee. ne 


The Wirness: I doubt if we will be able to put enough words in, Mr. 
Fleming, between now and the middle of June, to equal that production of 
evidence. a 

I am going to try to give to the committee out of this mass of material the 
barest bones that I can and try to isolate from it all what I consider to be the 
significant facts with regard to the United States program as it is at the present 
time. I am going to try to avoid, except towards the end of my statement, any 
reference to the great variety of proposals which are now under consideration 

with respect to amendments to the old age security provisions. Those are 
' important but I will try to reserve them until the end so that the committee will 
get first of all a reasonably clear picture of the situation as it stands in the law 
at the moment; and then we will consider towards the end of the discussion the 
main outlines of the proposals that are currently being made to amend and 
improve the old age security program in that country. / a 

The program in-the United States, as it will be presented to you, breaks 
down into two parts, part I of which you have before you—the part we wil 
discuss this morning, the old age assistance program. That is the counterpart 
of our present Canadian means test old age pension program. In the course 01 
this morning we will distribute to you a second document on the United States 
dealing with the provisions of the old age and survivor’s insurance program. 
This is a contributory insurance program in effect since 1935 as a part of the 
Social Security Act of the United States. It is a contributory insurance scheme 
in the more orthodox sense of that term, providing for specific individual con- 
tributions by wage-earners and for the payment of benefits as a matter of right 
without means test to persons who reach retirement age or qualify in other way: 

_ Now, the reason for dealing with the old age assistance program first in th 
discussion is perhaps twofold. First of all, it is historically the antecedent 0} 
the old age insurance program, and secondly, it is, even after some thirtee 
years of the old age insurance program’s operation still the main prop in respet 
to old age security in the United States at this present time. I am going to give 
you some figures to indicate to you the size of the problem facing the Unite 
States in respect to old age security. There are at the present time an estimat 
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M aby million persons in the United States 65 years Of age and over, and, breaking 
1 hat down to indicate some comparable magnitudes, eee 7 million of 


44. Pailions are persons between the ages of 65 and 69. 

The old age security program in the United States, both old age assistance 
-—the means test program that we will discuss this morning—and old age insur- 
ance, that we will discuss later, deal with the group from 65 years of age on; and 
| that is the first essential difference that I would draw to your attention with 
| respect to comparisons that may be made between Canada and the United 
| States. In our law we deal at the present time only with the population group 
| age 70 and on; in the United States they endeavour under these two programs 
| to deal with the population group from age 65 and on. To give you again some 
| indications of the numbers of persons who are affected by these programs, I 
might put on the record at the outset the totals who are presently receiving 
| benefits under these two main old age security programs. In December 31, 
/ 1949, 2,700,000 individuals 65 years of age and over in the United States were 
| receiving the means test old age assitance benefit. That amounts to about 24 
7 “per cent of the population. At the same time under the old age and survivor’s 
insurance program, some 1,900,000 individuals 665 years of age and over were 
receiving retirement benefits, widow’s or survivor’s benefits of one kind or 
Minother. So that you can see that there are $1,900,000 individuals 65 years of 
| nee and over who are receiving some type of benefit under the insurance program 
in the United States as of December, 1949. 

Now, there is some overlapping between these two figures. Because of the 
| size of the benefits paid under the insurance program, a substantial number of 
| persons, who are entitled to receive the insurance benefits free of means test, 
| find that benefit inadequate to meet their requirements. They apply therefore 
| under the means test old age assistance program for supplementary old age 
pensions, and according to the estimates made by the federal security agency 
| in the United States, about 10 per cent of the persons receiving the old age 
| insurance benefits also apply for and receive supplementary means test benefits. 
| A figure of ‘the order of 200,000 is therefore duplicated in respect to the two figures 
| I have given you at the present time. Taking that figure out, you find that 
| approximately 4,400,000 persons 65 years of age and over out of a total of 
114 million persons in the United States 65 years of age and over receive some 
| form of security payment in respect to their old age under these two combined 
| programs. That represents approximately 38 per cent of the total age population 
65 and over. While that percentage is slightly smaller than the percentage I gave 
| you at the opening of these hearings with respect to the Canadian aged, it 
| should be kept in mind that the smaller percentage is a percentage of the age 
_ group 65 and over whereas our slightly higher percentage is a percentage of a 
smaller group 70 and over in Canada. 

- Now, it would be an incomplete picture if I left the story at that and 
ke ‘suggested, even by inference, that those are the only two programs in operation 
in the United States to provide old age security. They have, in addition to 
these two programs, a number of other programs which I will just mention here 


They have, for example, the Railroad Retirement Act which applies to all 
railroad employees and which covers employees of the railways who, by virtue 
of the fact that they are covered under their own legislation do not come under 
the provisions of the old age insurance laws—except in respect to survivors 
benefits in some situations. Then, in addition, federal government, state govern- 
ment, and municipal government employees have a varied and extensive net- 
work of civil service superannuation schemes covering a substantial number of 
_ those employees. Those individuals, by virtue of the fact that they are covered 
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under this particular type of employer-employee scheme do not at present come 
under the old age and survivors program. In respect to that group, of course, 
there may be some who, because of inadequate benefits paid under specific 
schemes, may also be included in the old age assistance program; but the numbers 
involved there, I would think, would be fairly small. — L 
Finally, we come to a wide variety of private pension plans inaugurated by 
business or under the latest collective bargaining: schemes. Those plans, 
numbering 13,128 as of November 30, 1949, provide coverage of approximately 
7,000,000 wage earners in private enterprise in the United States. 
Mr. Fiemine: Coverage is provided for how many? _ - 
The Wrrnesss: 7,000,000. I should point out these 7,000,000 persons to 
whom I have referred are in the entire age range and they are not people over the © 
age of 65. I have not the figure to indicate what number of persons over 65— 
are receiving benefits under these private industrial and commercial pension 
schemes, in addition to the old age insurance benefit. | 4 
Mr. Crotu: Doctor, that figure of 7,000,000 represents employed persons in | 
the United States out of a total figure which I noticed as of yesterday of some 
58,000,000 employed persons? | 
The Wrrness: Yes, that would ‘be the approximate ratio, Mr. Croll. 
Mr. Brooks: How many persons would be covered by the railroad benefits, 
the federal, state, and municipal civil service benefits? a 
The Wirness: I can get you those figures if you will just give me a moment. — 
I am quoting here from the December 1949 issue of the Social Security — 
Bulletin published by the Federal Security Agency in the United States. The 
most recent figure shows 239,100 individuals, as of October 1949, receiving - 
monthly retirement and disability benefits under the Railroad Retirement Act. 
There were also 125,800 individuals receiving survivors’ benefits under the Rail-— 
road Retirement Act. I am not in a position to say at the moment whether 
those figures deal only with beneficiaries or survivors over the age of sixty-five. 
Some of the disability cases would no doubt be under 65. I would imagine—_ 
but I will check and correct, this statement that if I am wrong—that survivors 
under the Railroad Retirement Act are survivors sixty-five years of age and © 
over, as they are in the case of widows under the old age insurance program... ~ 
Mr. Frmemine: There are some Canadians included in those figures? a 


The Witness: Quite right. There are some Canadians in the running trades 


who are covered under the Railroad Retirement Act in the United States. a 


Mi 


By Mr. Knowles: ae 

Q. That figure of 7,000,000 people covered ‘by the 13,128 plans includes, 
does it, those covered under the Railroad ‘Retirement Act and the civil service 
plan?—A. No, sir. 3 4 
_ _ Q. The 7,000,000 is just the number covered in the private business and 
industrial plants?—A. Yes, that is right, and I should qualify that by stating 
it 1s the figure of plans which are approved under the National Revenue Act — 
for income tax deduction purposes. There may conceivably be other plans 
which, for one reason or another, are not approved for income tax exemption — 
purposes. However, I think most of the plans would be included in the figures 
I have given you. ; 
_Q. Have you any figures as to the number covered by, or paying into the. 
Railroad Retirement Act?—A. I have not figures at the moment, Mr. Knowles, 
but I would be glad to get them for you. You mean there the total number of 
contributors? 3 a 
Q. Yes?—A. I will see if I can get those figures for you. Also, while 

I am on the subject, I might put into the record the figure that is given here with — 
regard to monthly retirement and disability beneficiaries under the Cicil Service 
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Commission of the United States. There were, in October of 1949, 148,000 
beneficiaries drawing either monthly retirement or disability benefits under that 
legislation. That again is not a complete figure because it refers only to federal 
a employees under the Federal Civil Service Superannuation Act. 


, Mr. Croutu: Are ex-members of the army, navy and air force, included in 
that figure? 


e The Witness: I cannot be sure of that, Mr. Croll. The figure includes 
_ federal civil servants per se, and other instrumentalities of the federal govern- 
- ment which are included under the Civil Service Act. It does not, however, 
include some of the instrumentalities of the federal government which may 
operate in effect as Crown companies, and which are not included under the civil 
_ service legislation. 


By Mr. Knowles: 


Q. Since you are looking up an answer to my last question, if it is not too 
- much trouble, I wonder if you could find for us the grand total of the number of 
- persons in the working force that are covered by or contributing to all plans 
_ apart from the O.A.A. and O.A.S.I. You have.given us a figure of 7 million 
under 13,128 different plans. The others would be under the Railroad Retire- 
_ ment Act and under the civil service schemes ?—A. It would be easy to promise to 
get that information but much more difficult to keep the promise. I would point 
out that of the 7 million you have mentioned under the industrial retirement 
- plans a considerable percentage does not contribute, and you would have to 
- make an analysis to get some figures showing how many plans are contributory 
and how many are non-contributory. Without that information you would not 

have a reliable index. What you want, I presume, is to estimate how many per- 
_ sons, in the total labour force in the United States, are now covered by, as distinct 
- from contributing to one or the other of these types of programs. 

Q. You are probably aware, in the back of your mind, that your people 
helped me to make a similar schedule for Canada a couple ‘of years ago?—A. 
~ Well, I would point this out, Mr. Knowles. Since most of these plans, and I am 
a speaking now particularly of the private schemes, relate to wage earners, they 
are already covered under the old age and survivors’ insurance law of the United 
_ States as wage earners. Therefore there would be a large element of duplication 
involved and most of the people who are excluded from coverage under old age 
_-and survivors’ insurance law would also ‘be excluded from coverage under most 
__ of the private pension programs in the United States. I except in that statement 
/ certain groups such as the railroad workers, federal, state, and municipal 
| employees, who are wage earning groups specifically excluded. I would think 
that you would get an approximation of the kind of figure you are looking for 
' if you took the total number covered under old age and survivors’ insurance and 
r added the railway group, and the federal, state, and municipal employees; 
_ because those are the two major wage earning groups which are outside of O.A.S.I. 
g tela age and survivors’ insurance) and yet covered by other retirement. programs, 

When we come to the numbers covered under the old age and survivors’ 
insurance program we will try to have for you some additional figures showing 
how many are covered under old age and survivors’ insurance. 
| ‘With this preliminary picture we might go on to point out that the major 
ie Bchapters in the history of the United States, as far as old ‘age security is con- 
13 peered, have been written since the year 1935. It was in that year we had this 
tremendous development of federal-state old age assistance programs, together 
x with federally operated old age insurance programs. 

# The number of private schemes which were in existence before 1935 is very 
| ie small in comparison to the numbers in existence today. For example prior to 
|4 1940, there were only 659 plans approved by the Bureau of Internal Revenue, 
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while as late as August 31, 1946, the number was only 9,370 in contrast to 13,128 
on November 30, 1949. I might just mention in passing, incidentally, that it 
was interesting to me at least, to note that proportionately Canada seems to have - 
a larger number of approved private pension plans than the United States does. 
The figure I gave you for the United States was 13,128 and the figure reported — 
in the Dominion Bureau of Statistics for private pension schemes in Canada — 
was about 3,400—as I recall it in 1947. It is up, now if my information is correct, — 
to something close to 4,500. ‘a 


— 


u 


By Mr. Fleming: 

Q. What is the basis of the tabulation?—A. I would have to know that — 
before coming to any firm conclusion. However, prima facie at least, it would — 
seem that there would have to be a very wide degree of variation in the tabula- — 
tions to alter the general point I am making. . 
Q. How is the Canadian figure arrived at?—-A. The Canadian figure was — 
arrived at by a questionnaire circulated by the Dominion Bureau of Statistics — 
to all industrial enterprises in Canada employing 15 persons or more, asking for 
a report of the various private schemes that are in operation. | 
Q. It is not a figure based on the number of schemes approved by the Depart- — 
ment of National Revenue for income tax exemption purposes?—A. Not so far — 
as I know. . a 
Q. Could we get that figure from the Department of National Revenue?— — 

A. I will inquire from the Department of National Revenue., | 3 
Q. That would be a better figure for comparison with the United States — 
figure. a 
By Mr. Croll: _ 

Q. It just occurred to me that it was not until recently that the United States — 
plans permitted tax exemption, am [I right on that?—-A. The United States tax — 
laws even to this day do not permit tax exemption in respect of employee con- 
tributions. | eee a 
Q. That is a great inducement in our plans which does not exist in the © 
American plans?—-A. In the American plans, the employer’s contribution can — 
be deducted for income tax purposes, but not the employees. However, under the — 
Canadian law both the employer’s and the employees’ contribution can be — 
deducted for income tax purposes. a 


By Mr. Fleming: 


Q. Provided it be approved?—A. Yes; in both cases if approval is given — 
to the plan by the Income Tax authorities. sq 
a, 

By Mr. Shaw: Pp 

Q. I wonder if Dr. Davidson can tell us how many persons are covered — 

by these 4,500 private schemes in Canada?—A. I have not the figures in my ~ 
mind. They are in a D.BS. bulletin and will check it and put it into the record — 
this afternoon. } ie ; 


By Mr. Fleming: : a 

@. We might all want to know that as we go along—aA. I will give it this — 
afternoon. 
_ Going back now to the period when the present United States program in its — 
entirety had its real origin, we find this situation existing: we find that up to — 
the year 1935 there was no such a thing as federal responsibility in the United. 
States in respect to old age security apart from the program the federal govern- 
ment had in operation for its own government employees. Up to that time respon- : 
sibility for the aged was regarded as being exclusively and entirely a state 
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problem, and 31 states up to the year 1934 had developed their own old assistance 
programs which they financed 100 per cent from state funds. 

_ , Average payments in those 31 state plans at this point in time, 1934, 
4 amounted to approximately $19.74 per person per month. So in this one pro- 
4 gram at least Canada as of that date was somewhat ahead of the United States. 
- We had as early as 1927 under federal initiative launched a nation-wide 
old age pension scheme. The initiative in Canada came in 1927 from the federal 
ae and the provinces followed along and Joined the scheme over a period 
of years 

In the United States, however, the situation was reversed. It was the 
states in that country which took the initiative and it was not until 1935, eight 
years after our federal law in Canada, that the United States eovernment 
| by passage of the Social Security Act entered the field of old age security and 
| began to accept some responsibility for assisting the states in carrying this 
_ burden with respect to the aged. 


By Hon. Mrs. Fallis: 


Q. Was the age limit always 65? Did it start at 65 years of age in the 
United States?—A. So far as the national scheme is concerned it has been 65 
| years of age from 1935. I cannot answer your question however with respect to 
| the 31 state plans which preceded the Social Security Act because there would be, 
| Iam sure, some degree of variation as between the different state plans in respect 
| to the age of eligibility. 
Now, the 1935 Social Security Act develop among other things a two-fold 
approach to the problem of old age security. These were not the only two pro- 
-grams in the Social Security Act; but they are the two we are concerned with 
| at the present time. 
First of all the federal government under the Social Security Act provided 
| for financial assistance to be given to state governments to enable them to 
carry out their obligations in respect to the old age assistance mean-test 
| program. And secondly, the federal government under its own responsibility 
- developed an old age insurance program based on contributions to be levied 
| against employees and employers with benefits to be paid at retirement regardless 
of means. And it was the intention and the hope from 1935 on in the development 
| of this plan that the old age insurance program would in a relatively short 
period of time assume the bulk of the financial burden involved in enlarging 
old age security, and that the means itest program entered into jointly with the 
| states would gradually dwindle away into relative insignificance. 
The testimony given in the hearings before the House of Representatives 
' Committee a year ago and the Senate Committee within the past few months 
shows clearly from every side that it was the expectation in 1935 that old age 
insurance would rapidly assume the major role in the provision of income 
security for the aged; and that the means test old age assistance program 
| Was just an interim measure designed to carry the residual burden until such 
time as the old age insurance program could take hold. 
I think it is very revealing and very significant in the light of that original 
) concept of the relative roles of old age assistance and old age insurance to 
» turn now to the document we have before us and to see on page 1 the extent 
_ to which the expectation that old age assistance would diminish and old age 
Insurance would gradually assume a major role has been realized. 
\* The facts show that this expectation has not been realized. In December 
1936, as is stated here in paragraph 2, in the second year of the means test 
_ old age assistance program, about 1,100,000 aged persons were receiving assist- 
ance on a means test basis; and the annual cost of that, including administration, 
was $155,200,000.. 
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Ten years later, when you might have, expected that the old age insurance 


program would have taken hold, the number of beneficiaries under the means 
test program was doubled to 2.2 millions, and the annual expenditure had risen | 
to $886,700,000, over a six-fold increase in cost. lan 8 he a gg 

In December 1947 the increase continued to 2-3 million individuals with fl 
a total expenditure under the means test program of over $1 billion; and as of | 
December 1949, the latest date for which figures are available, we find 2-7 
million individuals on the assistance roles with a cost for the fiscal year ending 
June 1949 of $1.3 billion. Those cost figures include both the federal and 
state shares of the old age assistance program. We shall come to the details’ 
of how the cost is shared later on. But I would point out that the cost, so — 
far as the federal government is concerned, is running around $900 millions at — 
the present time. ia 


(Mr. J. Lesage, joint chairman, took the chair.) 


By Mr. Croll: 7 

Q. You told us what you were going to say was very significant and I 
agree. But are you quite right when you say it was assumed that ten years — 
after 1935 the old age insurance program would gradually start to diminish — 
the cost of old age assistance, I mean by 1945? You have forgotten—was that 
the original intention under the bill, having in mind the benefits it would 
pay?—A. I think that one can only take it from a reading of the evidence 
before these committees, from the head of the federal security agency itself 
down to all the witnesses, that it was the expectation, even of the persons — 
who were closest to the administration, that by this time certainly old age 
insurance would have assumed the major role, and that old age assistance would — 
have assumed the minor role. One cannot fail to note, in the testimony of 
Mr. Altmeyer, head of the social security administration, and of other persons — 
who have been close to him from the beginning, an undertone of concern that 
the old age insurance program has not taken hold to the extent it was expected 
to take hold by this time; and that in fact abcounts in part at least for the — 
determination that is being evident at the present time to enlarge the coverage © 
to a very marked extent. a. 
(. And to increase the benefits?—A. Yes, and to increase the benefits. 


yi 3a 
+, 


By Hon. Mr. Fogo: | st 

Q. Was this old age insurance voluntary? —A. It was compusory for those | 
included in the coverage, but there was an area of exclusion from contribution | 
and from benefits. a 


By Mr. Croll: a 
@. And it covered about 45 per cent of the working population?—A. Ths 


covers approximately 55 to 60 per cent of the working population. 


By Mr. MacInnis: ae 

Q. These comparisons are not particularly valid as between 1936 and, let us 
say, any time after 1941 or 1942 unless they are stated in terms of the value 
of the income in 1936 and 1937?—A. Yes. a 
Q. The cost of living has increased, and the costs in terms of dollars, but 

not necessarily in terms of goods and services.—A. I mentioned these figures. 
not solely for the purpose of showing the absolute increase-in dollar cost of old age 
assistance; but I was going to go on in my statement to point out that the figures. 
es) 
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a a mentioned in relationship to the same figures of benefits paid out under 
the old age and survivor insurance show conclusively that the bulk of the total 
cost is still being carried under the old age assistance program rather than 
under the old age insurance program. 

F Q. I see —A. I shall give you one figure to illustrate what I mean by that. 
- The total benefits paid out in the last fiscal year ending June 1949 under the 
old age insurance program were $607 millions; and of that sum a substantial 
4 proportion was paid out to persons under the age of 65, children and young 
¥ widows and so on. So far as the aged are concerned the comparable figure is 
given on page 4 of the text where the statement is made that for the fiscal year 
t 1948-49 the means test payments to aged persons amounted to $1,259,000,000 as 
- compared with disbursements to aged beneficiaries under OAS. of approx- 
imately $442-5 million. 

So you will see there that the cost is still two or three times as great under 
_ the old age assistance program as it is under the old age’insurance program. 


By Mr. Brown: 


i Q. Do you not mean the O.A.8.1.?-—-A. Yes; and you will see also at the 
bottom of page 3 the comparable figure given as to the amount of benefit 
_ which is paid under the two programs. In December 1949 the national 
# average to persons on the means test amounted to $44.76 per person per month. 
fe Under the old age insurance program the national average, so far as 
| primary benefit was concerned, that is benefit to the retired working man, was 
| $26 amonth. He might have a wife, in which case he woud get an extra 50 per 
| cent for her, and the benefit for himself and his wife would be $39 per month on 
the average. But you will see there pretty conclusive evidence that whatever the 
expectations were in 1935, the facts today certainly are that the old age assistance 
program, even after 13 years of collection of special contributions under the 
| imsurance program, is still bearing much the heaviest portion of the load for 
_ old age security. The benefit payments under the old age assistance program 
| are substantially higher for many of the states than the benefit rates under the 
_ insurance program; and in terms of absolute dollar cost, the dollar cost in the 
old age assistance program has shown no signs of diminution due to the 
- introduction of the insurance program as was expected. 


__-Mr. Fiemine: These figures are pretty impressive; indeed, quite convincing 
up to this point. Possibly there may yet be time for a reversal of the trend as 
between the two plans. 


The Witness: Yes, Mr. Fleming. I think that is a very good point. I think 
that undoubtedly after a further period of years have elapsed you would find 
- over a period of time a continual rise in the old age insurance benefit and the 
+ number of old age insurance beneficiaries, and the total amount of the burden 
i carried by the old age insurance fund. I might say there, however, that that 
| would not reflect itself to quite as great a degree as you might think in the 
~ eventual diminution of the care-load and the cost under old age assistance. 
- First of all the increase in the average rate of benefit paid under the old age 
insurance program is to my mind at least a surprisingly slow rate of increase. 
| For example, in 1940, the first years when the benefit payments under the 
ie _ Insurance program were made, the average primary benefit was $20.67, and 
up to 1949 that had risen to a benefit of $26. Now, that represents a ten year 
rate of increase in the average primary benefit on which all the other benefits 
depend. In that ten year period the rate of benefit, the average rate of primary 
benefit went up 19 per cent, whereas the consumers price index in the same 
period went up 70 per cent, and the average wage paid in manufacturing 
Re _ industries went up 125 per cent: so that you have, certainly, a very slow increase 
in the rate of primary benefit as the years go by. 
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Mr. Crotu: I was going to ask you there if you would compare. that rate a 
of increase with the rate of increase in a ten year period in New Zealand. ee 

The Witness: The rate of increase under the New Zealand scheme is £2/10s 
a year so that in ten years’ time you would have an increase of £25 in the © 
superannuation payment under the New Zealand scheme. Now then, in spite — 
of that, you might say well, it is going to be possible over a period of time to” 
bring in a larger number of persons. That is certainly contemplated in the | 
amendments now being considered by Congress. It is shown in the evidence © 
that at the present time the degree of coverage is about 55 to 60 per cent ofa 
the total working foree—there are about 35,000,000 people in the working force 
today, under the insurance program, and about 25,000,000 are not under the 
insurance program. The amendments now being considered will bring in an ~ 
additional 11,000,000. But a great many of these people presently under the © 
insurance program have a very tenuous foothold; and the figure of 35,000,000 — 
under insurance do not necessarily mean that they have any continuing ~ 
insurance rights if for any reason they become unemployed or enter non-covered ~ 
employment. In other words the insurance program has not, to date, covered as — 
high a percentage of the total labour force ‘as you might expect. Now, turning © 
to another point. Mr. Fleming, it is true that in certain states we are now ~ 
getting to the point where the numbers on old age insurance are larger than 
the numbers on old age assistance. In Connecticut, for example, benefit payments 
under old age insurance in June 1949 were $50,000 more than the benefit 
payments under old age assistance. But that very point illustrates another — 
problem that is quite apparent in this endeavour in the United States to run — 
these two programs of assistance and insurance side by side. While old age © 
insurance is taking hold in the higher income industrial states which are ~ 
wealthier and consequently ‘better able to carry a heavy old age assistance load, 
the exact opposite applies to the low income agricultural states, where there are 
fewer wage earners and consequently fewer insured persons. You have instance — 
after imstance in the testimony before Congress of people who have come 
forward making representations that while this old age insurance program may ~ 
be taking gradual hold in the industrial states with their high incomes is doing — 
exactly the opposite in the agricultural states. So far as the agricultural states — 
are concerned they are complaining at the present time because there has been — 
for them no diminution of the number of persons requiring assistance under — 
the means test program. You have ia much smaller percentage of labour force — 
in these agricultural states covered under the insurance program because of — 
the exclusion of the farmer and allied groups. Consequently you have now an — 
increasing disparity between industrial and agricultural states. The industrial — 
states are the higher income states anyway and could in most circumstances 
carry a higher portion of the load as time goes on. A substantial portion — 
of their load can be transferred to old insurance, and that leaves them 
In a progressively better position to pay comparably more generous benefits — 
to the non insured aged in their states. In complete contrast to this your low — 
income agricultural state has received little in the way of relief from the old — 
age imsurance program and it is under pressure constantly because of com- 
parisons being made with the pension payments in other states to increase its — 
rate of pension payment to take in a larger number of needy aged. The thing © 
has now developed to the point where I think it is not unfair to say that it is a 
vicious circle in many ways; and that accounts in very large part for the almost — 
unanimous voice with which the agricultural states and the agricultural groups — 
representing the farm population in the United States are in their testimony — 
to the Senate committee on Finance demanding coverage under the Insurance — 
Act for farmers and farm labourers who at the present time are excluded. ” 
Re Ae CroLu: What is the situation in California? Have you any information — 
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g The Witness: I am sorry, I can’t give you the figures.on that. California, 
of course, is one of the high pension states. Its average pension under a means 
test program as of recent months was about $70.76 per person per month; but 
it was brought out in the California evidence that 25 per cent of the old age 
insurance beneficiaries in California have also gone to the state means test 
program for supplementary old age assistance. But I can give you the figures for 
other states—I' am thinking for example of states lke Louisiana on the one 
hand, which at the present time has 81 per cent of its population sixty-five years 
of age and over on a means test pension; and at the other extreme a state like 
New Jersey, an industrial state which as I recall, subject to correction, has 
about 6.6 per cent of its population age sixty-five and over on the old age 
assistance program. 


By Mr. Fleming: 

Q. No doubt there is a similar disparity in the enforcement of the measure 
in the different states—A. Yes. We will certainly come to that in a later 
stage of the discussion, Mr. Fleming. 

Q. Yes. I would suggest this, that there are two very distinct advantages. | 
I suppose the answer depends to a large extent upon the interplay ofthe © 
economic forces, the question of prosperity, the price level, employment and 
that sort of thing; and of course there is a wide variety of fluctuation with regard 
-to those things as between the two plans. Is there any information available 
on that point? The figures that have been given to us this morning as to the 
number who are still on the means test old age pension may include numbers 
who are receiving only partial benefits. Now, is this the point at which 
Dr. Davidson would like to say something or give us some figures on the 
numbers receiving only partial benefits under that system? I think it would 


| have an interesting bearing on this relationship between the two schemes in 


operation in the United States—A. The only figure I could give you on that is 
that there are, as I have already stated, some 200,000 of the 1,900,000 insurance 
beneficiaries who are also included in the 2,700,000 means test beneficiaries; so 
that just for the moment supposing that under the old age insurance they would 
suddenly overnight raise the rate of benefit to the point of complete adequacy, 
that would simply mean that 200,000 individuals would drop off the old age 
assistance rolls and maintain themselves fully by the larger amount of the 
insurance benefit. That would still leave 2,500,000 individuals on the old age 
assistance rolls who have no right to retirement benefits under the insurance 
program. 

Q. Are the 2,500,000 about whom you spoke receiving the full maximum 
in each case?—A. We will come to the detailed answer to that later. In a word 


_ the answer is no. 


Q. I thought that was a point you might like to deal with now, but perhaps 
you would let us have that later on—A. The answer to that generally is no, 
but that does not mean as much as it might seem to because we will find in our 
discussions of the program later on that they do not operate on quite the same 


basis as we doin Canada. Generally speaking they do not set a maximum income 


allowable as we do. We make the approriate deductions from the maximum 
income allowed by the law and ascertain the difference between the income 
that is allowable and the income available. In the US. they do that by 
working from the bottom up on what is called the needs test basis rather than 
from the top down on the means test basis as we do; the result is somewhat 
different. 


By Mr. MacInnis: 
Q. Mr. Chairman, may I ask Dr. Davidson if we have any statistical 
information as to the average per capita income in Canada as compared to that 
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in the states, similar to what is referred to on page 9? Have we the per capita 
for the dominion as a whole or have we the figures for the provinces?—A. I | 
would have to check that up with the Economic Research Branch of the © 
Department of Trade and Commerce, or with the: Dominion Bureau of — 
Statistics. iy 

Q. We have?—A. We will get that for you. ; J 

Q. Thank you.—A. Yes. ; A 

The CuHatrMAN: Doctor, a few moments ago you said that the United — 
States farmers were asking to come under the O.A.S.I. In general the United 
States farmers want to contribute to that scheme. y 

The Witness: I am speaking there, Mr. Chairman, of the official organiza- _ 
tions representing the farmers; and in this material here you will find briefs 
from a number of representative farmers organizations in the United States; — 
such as the National Grange, that is one of them; the American Farm Bureau ~ 
Federation is another one; and there is a third organization the National Farmers 
Union representing a large cross-section of the farm population of the United — 
States. Now, those and other farm organizations, speaking on behalf of the 
farmers, say that they feel that the time has come when the farmers should ~ 
come in under the old age insurance scheme, for the simple reason that the farm 
organizations now realize that they are paying indirectly, in terms of increased _ 
prices, a substantial share of the cost of the old age insurance program. a 
Employee contributions and employer contributions are of course to some 
extent inevitably passed on in the price of consumer goods which the farmer 
has to pay. The farmers see themselves paying their share of that bill and — 
getting no benefit from it because of their exclusion from the insurance program. — 
At the same time they see themselves as state taxpayers having to pay dis- — 
proportionately high old age assistance costs in the agricultural states and at — 
the end of their working years they have to apply for means test pensions. ay 


By the Chairman: 


Q. That was not their attitude previously, was it?—A. No. 
Q. They have changed their minds?—A. That is correct. 
Mr. Fremine: Do these farm organizations ask for the inclusion of the — 
farmers themselves as well as farm labour? a 
The Wirness: Generally speaking, Mr. Fleming, the answer to that is yes. — 
There are minor variations in the points of view as expressed by the three farm 
organizations to which I referred but basically they are of the opinion now, which ~ 
they were not before, that the time has come in fairness to themselves, both © 
as self employed farmers and as farm employees for them ‘to be brought under 
the old age insurance program. Please keep in mind also the fact that the — 
farmer will have to pay a 50 per cent higher contribution rate for himself than — 


the average wage earner because of the fact that he has no employer to make 
the contribution for him. 


The Cuatrman: Again, that is a change of attitude. “alll 


The Wirness: Yes, and it is a change of attitude that stems, as I see it, — 
not so much from a positive enthusiasm for the old age insurance program as — 
from a feeling that they are now bearing a certain portion of the cost and are — 
recelving no benefit whatsoever from that. . | 


Hon. Mr. Foco: The farmer might, in certain instances, have to pay, not — 
only for himself, but also for his hired hands. va 
The Wirness: That is correct. And it is also correct to say that the ~ 
farmers, even in so far as they are part time seasonal wage earners are, when — 
they are seasonally employed, paying certain contributions into the fund for 
temporary employment; but because of the broken record of employment they | 


i 
. 
é 


pot - ‘s, 
‘ 7 
OL ig 


OLD AGE SECURITY 307 


\ “may Bits a Paabataneal number of years be ineligible for benefits, even though 
they have for certain periods of time actually paid contributions. So, it is not 
solely a question of the farmer paying indirectly, it is also to some of them 
_ at least a question of the farmer even now having to pay into the insurance fund 

_ when he is in part time wage earning employment; and yet he eis not be able 

ee apply for benefits at the end of his working years. 


f By the Chairman: 
b; 


a Q. Like our loggers?—A. Not exactly, as I understand it, because the 
loggers were excluded completely from any contribution or benefit under the 
_ Unemployment, Insurance Act. 

? Q. But it is different as from the first of April. 


a Mr. Brenipickson: They came under that at their own request. 


+ The Witness: I will come to some detail on this old age insurance question 
_ at a later stage, Mr. Chairman, but I think, if you will permit me now, I will 
~ get back to the basic provisions of the old age assistance program. Before I do, 
_ lest there be any feeling in the minds of some of the members of the committee 
_ that I am putting into this record my interpretation of this development in the 
_ United States, it might be well for me to read into the record some words of Mr. 
_ Arthur J. Altmeyer, Commissioner for Social Security, Social Security Adminis- 
tration of the United States in respect to this question. Mr. Altmeyer testified 
recently before the Committee on Finance of the United States Senate, on 
_ HLR. 6000, which is the House of Representatives Bill to amend the old age 
insurance law. The remarks I am reading will be found on page 22 of the 
- proceedings. They were given on January 17, 1950. Mr. Altmeyer quotes 
and endorses the following passage from the 1949 report of the House Ways 
~ and Means Committee. 


ri 
ze 
"3 


bi Ten years have elapsed since the last major revision of the Social 
in Security Act established the scale of monthly benefits under the old-age 
i; and survivors insurance system in effect today. During this time, a great 
+ deal of experience has been built up which now permits us to assess 


the strength and weakness of the social security system in relation to 
is its place in the economy. During this period broad developments have 
Se -also occurred which make it necessary to resurvey the principles and 
objectives of the social security program as they relate to current 
-————s economic conditions. 
o. The Congress is faced with a vital decision which cannot long be 
+. postponed. Inadequacies in the old-age and survivors insurance program 
‘ have resulted in trends which seriously threaten our economic well- 
‘ being. The assistance program, instead of being reduced to a secondary 
‘€ position as was anticipated, still cares for a much larger number of 
ee people than the insurance program. Furthermore, the average payments 
under assistance have more than doubled in amount since 1939 while 
* benefits under insurance have scarcely risen at all. There are indications 
nes that if the insurance program is not strengthened and expanded, the old- 
age assistance program may develop into a very costly and ill-advised 
system of noncontributory pensions, payable not only to the needy but to 
> all individuals at or above retirement age who are no longer employed. 
: Moreover, there are increasing pressures for special pensions for particular 
x groups and particular hazards. Without an adequate and universally 
A applicable basic social insurance system, the demands for security by 
r segments of the population threaten to result in unbalanced, overlapping, 
4 and competing programs. The financing of such plans may become chaotic, 
their economic effects dangerous. There is a pressing need to strengthen 
; the basic system at once before it is undermined by these forces. Once 
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Ta 
the basic system is firmly established, any remaining special needs of 
particular groups can be assessed anid met in an orderly fashion. . 


I think perhaps that is all I need to read into the record. I should go. 
on to point out that, having expressed what I think members will agree is real 
concern in that portion of its report, the House Ways and Means Committee 
coes on to reaffirm its faith in the type of program that they have developed © 
in the United States, and to say that it should be strengthened in order to ‘dispose — 
of the threat to its stability, which they see in existence at the present time. — 

Mr. Crott: Do they not make the point there that the weakness, as I get 
it, is its lack of university? Is that not the basic point? 

The Witness: Yes, the lack of university and also the inadequacy of. i 
benefits up to the present time. 

Mr. Know.es: That is likely to occur in any plan because a lot of people 
realize after a while that they are helping to pay for it but they are not — 
getting the benefits. There is something of that feeling in this country at 
the present time. ty . a4 

The Witness: They see that in the United States and yet they also see 
the difficulties from the administrative point of view, as it is at present. They 
are endeavouring to get more universal coverage, and the amendments they are 
considering go far in that direction; but even those amendments will still leave out — 
of account, even if the legislation now being considered by the Senate is passed, — 
about 14 million persons in the labour force in the United States. So that, 
even at that stage, they will still not have reached universal coverage. Whatever 
discrimination is now involved for a substantial sector of the labour force 
which is today left out of the insurance program, will, if anything, be magnified 
in respect to the remaining sector that after the passage of these amendiey a 
will still remain out of insurance coverage. 

By Mr. Ashbourne: r 


Q. What percentage of the labour force is covered by these insurance 
programs?—A. About 55 to 60 per cent of the labour force, Mr. Ashbourne, | 
Is eae under the insurance program and about 40 to 45 per cent 8 
outside | 

Q. But they are paying 14 per cent of their earnings and the employers 
pay 14 per cent as well?—A. That is right—the ones who are insured. 

ee may we go on, Mr. Chairman, to an examination of how this means” 
test old age assistance program operates: in the United States? The first thing 
that I should say is that the degree of variation as between the states is much 
greater than the degree of variation as between the provinces of -Canada under 
the Canadian old age pension scheme. I am not saying that means the variation 
is a good thing or a bad thing, but the fact is, that due to the legislative 
arrangements between the federal authority and. the states in that county 
there is a much wider degree of variation than there is in our own country. — 

Mr. Brooxs: Is there not a very wide variation in the cost of living in that 
country? | 

The Wirness: Yes, Mr. Brooks, there is a wide variation in the cost i 
living and in the income per capita and the ability of the states to pay; there 
are many variable factors, but, whatever the reason, the fact remains that. the 
degree of variation is much wider 3 in the United States than it is in Canada. — 

Mr. Corry: Is there not a much wider variation in the standard of living” 
in the states than there is in the provinces? ( 


The Witness: That is true, Mr. Corry, but I am not quite so sure that it 


follows from that that there is such a wide degree of variation in the subsistence 
needs of the individuals concerned. 
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This wide range of variation can be illustrated by pointing out, for exam- 
ple, that old age assistance payments in the United States ranged in December, 
1949, from a low on the one end of $18.92 in the state of Mississippi for an 

\ individual, to a high of $77.89 per person per’ month in the state of Colorado. 

_ Members will find at the back of this document an appendix which gives for 

_ each individual state the numbers of recipients in December, 1949, under the 

_ old age assistance program, the total amount paid to recipients and the average 
- payment made in each individual state. 

Now, there are a number of factors, of course, which would understandably 
contribute to this wide degree of variation, such as differences of living cost, 

_ differences in per capita income and: so on; but I think that one of things 
that is present in the United States system which contributes to this difference 
is the fact that the federal law itself does not, as in the case of the Canadian 
law, endeavour to impose any means test requirements uniformly across the 
country. We have in our federal law, as members know, certain means test 
features which are embodied in the federal Act and regulations. Certain income 
limits are set there and, while there is a considerable amount of leeway as 

we know, within which the provinces. may interpret those means test prin- 
ciples, they are bound to remain within the over-all limits of the means test 

principles. The only means test principle that the U.S. federal government 

- imposes on the states is that the assistance must be limited to needy persons 

over the age of sixty-five. The federal law also goes on to state that the state 

- authority must take into consideration any other income and resources of 

the applicant. It does not say how they shall take it into consideration; it 

- does not say what the level is, or how they shall make the income calculations. 
There is none of the detail on the federal level in the United States that there. 

is under the federal Act in Canada. I think that the basic fact that each state 
is allowed to decide for itself whom it wishes to consider as needy persons is 
what results in such a wide degree of variation as between the various states 
of the union. 

I have here a very interesting example to show how that variability works | 
out in actual operation. This is taken from an article by Virgil Sheppard, 
“Standards for Old Age Assistance”, published in the bulletin Public Welfare 
‘in Indiana, February 1948, pages 10 to 14. These facts are taken from that 
article as reported in a book by a personal friend and colleague of mine, Dr. 
_ Eveline Burns, entitled “The American Social Security System”: 

# “In June, 1942, four old age assistance agencies in each of the forty-eight 
_ states”,—I should interject here that in the states they operate in many cases 
on a country administration basis—‘‘and the district of Columbia were presented 

with a hypothetical but typical case, and asked whether under their own rules 

_-and regulations, they would regard the applicant as needy and therefore 
eligible for aid. Of the 125 agencies in 44 states and the District of Columbia 
who replied, 57 would have considered the applicant ineligible because not 
needy, while 68 would have considered him eligible. In 15 (mostly eastern 
states) and the district of Columbia he would have been ineligible; in 20 

(mostly western) he would have been eligible—” 
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f Mr. Know es: Go west, old man. 
The Wirness: ‘“—and in 9 states he would have been eligible in some 

parts of the state and ineligible in other parts of the state.” 
a Now, whatever the degree of variability in the Canadian old age pension 
scheme, I think that members will agree that it does not correspond to the 
a ‘situation that is presented there. I might just put on the record, to show the 
_ degree of means testing, the actual hypothetical case which was given to 
those various agencies to pass upon. 
61159—3 
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The hypothetical case was that of an aged man, living in the home of his” 
son and daughter-in-law and possessing three possible sources of income: the — 
produce from his garden valued at $1 a month, odd job earnings of $5 a month — 
and support from his son, who, with a monthly income of $200 had an admitted 
surplus of $5 a month for himself and wife in addition to a $5 monthly savings — 
sit. r 
Ser bat was the hypothetical case given to the agencies referred to and in-g 
57 of those cases the applicant would have been regarded as ineligible for old q 
age assistance of any kind. . a 
Mr. Ferrie: Do you not think, Dr. Davidson, that the same discrimination 
would appear in Canada? — 
The Witness: No, sir—not to anything like the same extent. = 


4 


Mr. MacInnis: That man would be eligible in almost all of the provinces. — 
The Witness: Yes. 3 : 
Mr. Fremine: Only partially? if 
The Wirness: I would like to point out, in this case, Mr. Fleming, that 
the group was divided as between those which would have refused him any — 
sort of assistance at all and those which would have given him some assistance— _ 
sufficient to make up the deficit between his resources as stated there and what 
they considered to be his living needs 3 i 


> 


SS 
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By Mr. Ferne: i 

Q. Is it not true, Dr. Davidson, that some of the provinces have an Act 

on their statute books saying that the son is responsible for the parent?—A. The 
Parents Maintenance Act, yes. Sa 
Q. Yes, well if in any province a son was earning $200 a month, the inspector — 
would immediately say—right off the bat—that the son should take care of his 
aged parent—A. All I can say to that is that certainly the federal Act and — 
regulations do not require, in that situation, that the provincial pension authority 
shall take into account anything other than the value of the free board and 
lodging which the son actually gives to his aged father, plus any other income > 
which the son actually does give to his aged father. ae 
Hon. Mr. Farquuar: What about the provincial regulations in regard to 
that matter? a 
The Wirness: I think generally, Senator Farquhar, that the provincial — 
regulations follow the principles laid down in the federal Act and regulations. 
There was a time when the federal regulations did call for taking into account 
the responsibility of the son to support his father whether or not he actually did 
support him. That was put in actually at the request of some of the provincial | 
pension authorities themselves, as long ago as 1937. The provision was taken 
out in 1946 and I think that I am right in saying that since 1946—certainly 
generally speaking—the provinces take into account only income which the son 
actually provides for his father, including, where it applies, the value of free 
board and lodging. They do not take into account presumptive income which. 
they think the son, because of his responsibility under the Parents Maintenanc¢ 


ae 
ay 
ry, ' 
Je 


Act, should provide—unless he actually does provide it. Se 


By Mr. MacInnis: ee 


@. I think probably that answers the question I was going to ask but I shal e 
put 1t more directly. Is there any province in Canada now that enforces the 
Parents Maintenance Act in regard to old age pensions?—A. We do not know of 
any. Bas 
_ Q. In British Columbia we do have the Parents Maintenance Act but I am 
quite satisfied that it is not enforced at the present time in respect to old age 
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pensioners although it may be on the statutes?—A. The only reason I hesitate 
_ to give you a categorical answer is that I, myself, am puzzled by a small number 
_ of cases shown in our last annual report as having been rejected by certain pro- - 
_vinces under the category “entitled to support”. As I recall there were three 
provinces which, in their reasons for refusing applications, listed cases on the 
- ground that they were entitled to support—seven cases in one province and 
one each in two other provinces. I would want to go back to find out what lay 
_ behind it before I gave you a categorical answer that none of the provinces took 

presumptive income into account. 


Mr. Firemine: I think we should try to distinguish between enforcement of 
that Parents Maintenance Act in provinces and assumed enforcement for old 
-age pension purposes. In every province where there is an Act in effect it is 
up to the parents to set in motion the enforcement of the Act. However, Mr. 
_ MacInnis’ question was put broadly enough, and I think the answer was broad 

- enough, to leave it open to the inference that the legislation is not being enforced. 
Where the legislation is available it is set in motion at the instance of the 
parents. 


Mr. Frrriz: The legislation may not be in force but the inspector still has 
it im mind and he still uses it in all cases. In western Canada, in all cases, 
it is in the inspector’s mind and he will use it. He may not cut off the whole 

pension but he certainly takes some off. : 


Mr. Benipickson: Western Canada covers a lot of territory. 


‘The Wirnsss: I did not want to deal too long with this question of varia- 
bility but I thought it would be of value to put something on the record in terms 
of our possible consideration of what we should do here. For example, and I am 
just posing this as one of the things that might be in the minds of some: sup- 
posing we were to say “all right, so far as the federal authority is concerned what 
we will do is abolish from the federal Act this provision which relates to 
“specific means test principles; and we will say to the provinces that they may go 
ahead and pay pensions to whoever they consider to be needy persons; and we 
will share the proportionate costs”. In order words, we would be letting the 
_ provinces set their own means test levels, as they do in the States. Supposing 
that procedure was ever considered in Canada, I think you have some lessons 
here as to what might happen under that hypothetical set of circumstances. 
I would venture the opinion that whatever the degree of variability at the present 
time, the degree of variability between the provinces under that hypothetical 
situation would be much greater than it is today. 

; The effect, in other words, of the extent of the means testing provisions in 
the federal Act seems to be to average out on a more even basis, as between the 
various provinces. It tends to pull up some provinces and, until recently’ it may 

have tended to hold down some other provinces. 

But now, with the provision in the regulations that supplementary pay- 

ments can be ignored, we see some provinces prepared to go beyond the provisions 

of the federal Act. 


Mr. Brooks: The federal government does not check up; it is the provincial 
government which checks up. 
The Witness: That is correct. 
| Hon. Mr. Foco: We have one yardstick instead of ten. 
| Mr. Ferrie: We have one Act but ten people are checking up. 
The Wirness: With that background of variability, and having stated that 
the federal government in the United States leaves the question of means testing 
entirely to the individual States, I should go on and say that there are some 
specific provisions in their federal legislation which bear on the other aspects 
of eligibility. 
me | 61159—34 
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example, the federal government in the U.S. has in fact set an age limit. 
of eee Ty "They say, by federal law, that they will not contribute to any 
state plan that sets an age limit of older than sixty-five. They also say the ‘ae 
will not contribute to any pension paid to persons under sixty-five—although 
the fact that a state plan covers persons beginning at sixty-three, as in California, 
or at sixty as in Colorado under limited conditions, does not debar those states - 
from assistance in respect of people sixty-five and over. ee 
A second point in the federal law, and this is rather a negative than positive 
provision, is that they will not accept any state plan that provides any unreason- 
ably long residence rule. They state in effect— 
Mr. Fueminc: What page is that? 
The CHAIRMAN: Page 5. | 
The Wirness: There is an omission here of some words in the text of require- 
ment number two. It says: “Any residence requirements that would exclude 
from assistance any resident of a state who has resided in the state for five 
years’—and there should be inserted here; “out of nine’ and then “immediately 
preceding application, and who has resided in a state continuously for one year 
immediately preceding application”; . i 
If the residence requirement is more rigid than that the federal government 
will not contribute to the plan at all. The state can have a less rigid require- ~ 
ment and in fact many states actually do have less rigid requirements. I think 
a point of significance to note is that there is a state residence requirement in” 
most states of the Union. There are, I think, five exceptions to this, but most 
states make eligibility for old age assistance dependent upon residence in the 
state for a period of time rather than upon total residence in the country. And 
I think that should be noted in endeavouring to compare the residence require- 
ments in the United States with the residence requirements in Canada for 
example. . ay a. 
On the face of it, it might appear that our requirement of 20 years residence 
in Canada is very much out of line with the requirement of five years out of 
nine in many of the states of the Union. But you will see that the discrepancy is 
not as I have stated. A person can have 20 years residence in Canada, in any 
part of Canada, and there is no provincial rule whatsoever; whereas in the 
United States if a person has not, in most of the states, been living for five years — 
in that state out of the nine years immediately preceding, and for the year 
immediately preceding application, he is not eligible for the means test pro- 
gram, that is, not in that state. , ia 


‘ui 


By Mr. Fleming: 


@. Colorado and California: I suppose, would have such a practice to guard 
against an influx from the other states or even from Canada, now that we know 
about it?—A. I would point out that there are other restrictions on the generous 
pension payments in those states which pay the higher pensions. In these states 
one usually has to have US. citizenship. “ee 

By the Chairman: re 


Q. Then how does No. 2 apply?—A. To United States citizens. ‘a 
_Q. Yes, but how do you explain No. 3, then? If regulation 2 applies to 
United States citizens, then how do you explain regulation 3?—A. Require- 
ment 3 means that there cannot be any specific bar put in excluding certain 
types of United States citizens? ' ¢ 
An hon. Memper. That might mean coloured persons? 
An hon. Memper. Or Japanese in California? 
The CHarrMan: I see. 
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The Witness: I would point out in the hearings that two states, the evi- 


dence of which I have seen so far, did oppose the proposal to cut ‘the state 


" residence requirements down to one year; and the two states which go on record 


as opposing that very strongly are California and Colorado. Those are the 
- states which have the high pension payment, and it was for the very reason that 
_ Mr. Fleming suggested, that they want to be more restrictive in their conditions 
of eligibility, and’ to limit their more generous pension payments to a smaller 


number of applicants. 
And while Colorado does pay pensions to persons who are 60 years of age 


and over who are in need, it pays them only if they have been living in the state 
of Colorado since April 26, 1906. So you will see that these fairly generous 


C= 


pension payments have to be looked at a second time in relation to the eligibility 
base which they provide for these pension payments. I think I should add in 


fairness to Colorado that that residence requirement does not apply to the 65 } 


years of age and over group. 


J - 


By Hon. Mr. Fogo: 


~Q. What happens to the ineligible needy in the state of California or 
Colorado?—A. He gets local relief. You will see those 3 requirements then in 


the federal law and I think the answer given with respect to the third require- 


ment does relate to the question which was mentioned, namely, the racial ques- 


tion; and that provision prevents any state from putting in a provision of the 


_ kind that was mentioned. But unlike the Canadian Act it is possible in the state 
administration, in the state law in the United States, to put in a requirement 
~ excluding from the right to old age pensions persons who are not citizens of the 


” ex. 


United States; and in fact a substantial number of the states limit their eligi- 


bility for old age assistance on a means test basis to persons who are United 


States citizens. California and Colorado do have provisions excluding anyone 


” 


who, for example, is a Canadian citizen. 
The federal Act in the United States also goes much further than the 


Canadian Act in trying to supervise the quality of the administration in the 
various individual states. In our plan we write certain provisions into the Act 


and we say: Follow those provisions, but we leave you to follow them in your 


own way within the general framework of the law, and we are not going to 
make too close inquiry into the internal details of your administration. 


In fact we have made no effort up to the present time to assess the quality 
of the administrative program. But the United States, while it leaves the states 


a free hand on the state means testing, does provide. certain rather significant 
- requirements respecting the quality of state administration. Each state must 
_ submit a plan, for example, to the federal authority showing how it is going to 
- operate its program. That is true of our Canadian position also, but we do not 


specify what that plan must include in any detail. In the United States, how- 
ever, they require first of all that any state plan must provide that old age 
_ assistance will be available in all the political sub-divisions of the state. That 


is because of their reliance in many states on county or local administrations. 
_ They will not allow a state to submit a plan which involves only certain areas of 
the state. 

Q. They cannot leave out constituencies which vote the wrong way.— 
A. Likewise the state plan must provide for some degree of financial participa- 
tion by the state. This is a joint Federal-State sharing of the cost. If that 


_ provision were not in, it is conceivable that same states might unload the whole 
_ state share of the cost on the county or the local administration; and while they 


are not excluded from putting part of the cost upon the county or the local 
administration, there must be some participation from state funds. 
The Federal Act lays down certain broad standards of administration to 


| _ insure proper operation of the plan. It requires the establishment and mainten- 
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ance of personnel standards on a merit eee basis, and this must be approve ad 
by the Federal Security Administrator. 
Q. I take it that this merit system relates to the employees ER 
the plan—A. Yes. In other words the Federal government says to the state 
which submits the plan: You must include in your state plan of operation before 
we approve it a plan showing that you are prepared to engage your state employ- 
ees on the basis of the merit system. 
I mention that as a very interesting example of some of the things that they | 
have been able to do under the American plan which I would venture to question 
whether we would be ‘able to do in Canada. I am not sure that provincial 
authorities would appreciate any move to write into our federal law a provision - 
insisting that provincial governments set up their old age pension administration . 
on the basis of employees recruited under the merit system. “a 
Another interesting point, and this is again in the federal law, is that | 
assistance from the federal authority is not available in respect to persons in 
public institutions in a state. That has been stretched to permit temporary hos- 
pitalization for a period not in excess of three months in a public institution. But 
if there is an old person of 65 years of age and over in a county home, in a poor 
farm, in a tuberculosis hospital, a long-term hospital, or in a mental hospital, — 
in short in any public institution in a state,—that person is Peete iy excluded 
from old age assistance so far as the federal authority is concerned. a 
Now I would set that ‘alongside the provision we have in our ae We have 
a federal regulation which does exclude old age pension payments to persons who. 
are a public charge in public mental institutions. But apart from that, we do- 
not make any exclusion of the institutional population in the various provinces; 
and I think you will see from that there is quite a substantial difference between — 
our treatment of the institutional population in Canada generally, with the 
exception I have mentioned, and the general exclusion of the institutional popu-. , 
lation in the United States. : 
4 
By Mr. Fleming: a 

Q. Is not the purpose of this Federal Act to keep people out of such insieaa 
tions? I suppose there is something to be said for residence in certain kinds of 
institutions where people can get better care than they can in trying to live by 
themselves. We have had experience of it, I know, in my city of Toronto.—A. 
I think there is an argument of that kind and I think there is also an argument 
to the effect that paying old age assistance or old age pensions to persons in pub- 
lic institutions is in fact subsidizing a provincial responsibility for the operatior : 
of those institutions under the B.N.A. Act. 
Q. It depends on the kind of institution—A. Largely, yes. But in mos ‘ 
cases what happens in respect to old age pension payments made to persons 
in an institution is that it is the institution which gets the bulk of the pension 
as payment for care rather than the old age pensioner getting free care and 
having the pension benefit as an extra. So the effect of it simply is that yous 

are subsidizing out of federal funds what would normally be a provincial or 
municipal responsibility. 


By the Chairman: 


Q. Are many of our pensioners living in provincial institutions?—A. 
would not say that the number is significant; but there are probably a ie Ww 
thousand in Canada who are living in institutions, and if the Unite 
States law were applicable in Canada they would be excluded from old age 
assistance completely. 

Q. I believe there is quite a large number in the province of Quebec? —A. I ti 
would point out that this relates to public institutions and not to Pa “ipa i: 
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- tutions; and if there is a private nursing home, a privately operated 
institution, or a private charitable institution, then the persons in those 
- institutions are eligible; but not if they be state or municipal institutions. 

_ Q. I understand. 
3 


By Mr. Fleming: 


Q. Getting back to the amount of old age benefits, from my own experience 
in Toronto I know of may people on the old age pension who could not support 
themselves living in private establishments at all. Many of them wanted to get 
into institutions operated by the municipality. Many of them were living in 

-- rooming houses where they were supposed to get some kind of care. They have 

_ presented the greatest difficulty to the municipal welfare authorities; and the 
tendency in my city has been to enlarge the municipal institutions to provide 
care for the aged pensioners——A. Might I just digress for a moment in response 

- to that point? I think it is fair to say that there is a return in some degree to a 
different kind of institutional care. } 
Q. That is the answer, of course.—A. he old age assistance legislation in 
the United States if not in Canada had as one of its original implied objectives 
to get rid of the poor homes and the old mens’ homes and that kind of institu- 
tion that we did not like too well by the time the 1920’s came along. Now, there 
is a shift from that to the cottage type of institution, to smaller types of homes 
- of various kinds, which I think is all to the good, a wholesome change which 
fills a very real need. There was a period, between our desire to abolish that 
kind of home twenty years ago and our present interest in homes for the aged, — 
in which a lot of our aged people, because they got the old age pension, found 

- it necessary to live down in the cheaper section of our big metropolitan areas, 

- in commercial rooming houses, in missions, in flop houses—some of them under 

_ pretty poor circumstances. That is still true today in too many cases. One of 
the first results of the old age pension was a sort of exodus out of certain public 
institutions where in some cases at least they were treated not too badly. There 
has been a return to some extent to a quite different kind of institutional care; 
and that is developing substantially at the present time in quite a number of 
provinces in Canada. 

Now, might I say this, it is clear from the situation in the United States that 

_ by excluding from old age assistance persons in these public institutions they 
- hoped to get rid of the alms-house and the poor farm and so on; and in some 
~ instances evidence has been brought out that in some states, such as Alabama and 
so on, which formerly had numerous county homes—the care that is now being 
-— provided is reducing very substantially the number of alms-houses and county 
| homes and poor farms. 

- Now, if you will turn to page 7, Mr. Chairman, you will find a section dealing 
~ with financial limitations. You will find it sets forth there: 


. The federal government does not share in that part of an individual’s 
assistance payment which is in excess of $50, and does not share in 
assistance payments to recipients under age 65. With respect to the 
remaining state expenditures, the federal grant provides an amount equal 
to (a) three-quarters of the state expenditures on assistance payments, or 
three-quarters of the product of $20 multiplied by the total number of 
OAA recipients for the month, whichever is the lesser, plus (b) one-half 
of the amount, if any, by which such state expenditures exceed $20 times 
the number of recipients for the month. 


You will find set forth there the formula which is used for reimbursement 
to the states. I point out first of all that the federal government in the U. 8. 
does not contribute to the excess of over $50 in respect of any pension paid in the 
union. That is an exclusion in respect to each individual pensioneer. And it is 
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evident from that that in the state where you find an average pension payment ore 
over $50, those amounts individually and collectively in excess of $50 are paid — 
exclusively from state funds. Likewise, the federal government does not share in — 
any old age assistance payments, to persons younger than age sixty-five; so that, — 
within this age limit of sixty-five and over, and this financial limit of $50 as the — 
maximum in any individual case, the federal government contributes to the state 
75 per cent of the first $20 of the pension paid and 50 per cent of the remainder, — 
up to $50. It is of interest to note that the effect of this calculation is that the — 
maximum federal contribution in respect to any pension is $30—which happens — 
by coincidence to be the same as the maximum contribution paid under the — 
Canadian plan by the federal government. “ye iid 
You may find it convenient to turn back to the appendix on page 33 and ~ 

see how this works out. Let us take for an example the state of Idaho where there 
is an average pension paid of $46.94, according to this table. Now, to find out — 
how much of that is federal money you would have to follow this procedure: You ~ 
would have to go through the Idaho lists and eliminate any moneys paid in excess _ 
of $50 to any individual. Since the average payment is $46.94 then it must be — 
clear that there are probably some people who are getting over $50. Therefore, — 
you take out those amounts paid in excess of $50 and as a result you will arrive © 
at a slightly lower average figure than $46.94. Let us say for the purposes of our _ 
calculation that it is $44.82. Having so reduced your state average so that it — 
represents the pension payments up to a limit of $50 but excluded any amounts — 
paid in excess of $50, you proceed as follows: you take 75 per cent of that first — 
$20, which is $15; then you take 50 per cent of the remaining $24.82, which is — 
$12.41; and you find that the federal contribution will be $27.41 across the board, — 
when the state has an average pension payment excluding amounts over $50 of — 
$44.82. P 


' Mr. Fiemine: Have you any figures showing the average federal contribu- — 
tion in the United States? ” 

The Wirness: Yes, I have a statement here, Mr. Chairman. I cannot put — 
my hand on it now but as I recall it Mr. Altmeyer in giving his evidence gave that | 
figure as $25; he gave that figure as being the average federal contribution under — 
old age assistance right across the board. i 


Mr. Larne: I wonder if we could have some indication of the degree of — 
variation or fluctuation as between varying pension amounts? a 


The Wirness: You could get that by reference to the table at the end of this 
document. You see there that the average payment in the lowest state, Missis- 
sippi, 1s $18.92. In that case the federal government would contribute 75 per cent — 
of that. They have a maximum pension of $30. On the other hand, in the © 
higher pension states such as Colorado or California, the federal government — 
contribution probably comes pretty close to but still would not be up to the full — 
$30 limit; that is, the maximum federal contribution under no circumstances” 
whatsoever goes up to the full limit, unless every single case on the assistance rolls — 
gets at least $50. 

You will find a further answer to your question on page 21, Mr. Laing, where ~ 
it is stated that in 1936 the federal contribution amounted to 42-8 per cent of the - 
total OAA expenditures. That has risen to 52-6 per cent in 1947, and to 54:8 
per cent in the fiscal year 1948-49. You will also see that the total costs vary — 
widely as between states. It shows that in 1947 in seventeen of the states more — 
than half of the total cost was provided out of federal funds, while in the case — 
of ten states from 60 to 63-7 per cent of the total cost was met by federal funds. — 
Now, you might also refer to the table on page 24. The significant point of all 
this, I think Mr. Chairman, is that as you will note from what I just read on 
page 21, the highest percentage of contribution in any state from federal funds in 
1947 ran to the order of 63-7. It is probably somewhat higher in some states — 
since the more recent changes in the law. In Canada our contribution is a flat 75 
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: per cent right across the boards so far as the payments made under the statute 
are concerned; but, of course, if you are taking into account the supplementary 
- payments which the provinces make—for instance, in three of our western 
_ provinces—that would mean that the percentage of total assistance would be 
~ less than 75 per cent. 
Mr. Beniwicxson: That does not include administrative costs? 
The Witness: No, that does not include administrative costs. I think the 
- point that is important to note here is that while the table at the back of this 
document shows a substantial number of states paying substantially higher 
pensions than are payable under our Canadian law, the fact remains that so 
_ far as the federal contributions across the board in the United States are con- 
cerned it is by actual experience less than it is in ‘Canada. The maximum that 
- the federal government can contribute is actually the same as it is in Canada. 
To the degree that old age assistance payments are more generous in the 
states to the more select group of people who get ald age assistance, it is | 
because the state governements from their own state funds are putting up a 
_ substantially higher proportion of the total pension payments. | 


By Mr. Fleming: 

; Q. Dr. Davidson, I would like to ask you a question with reference to 
appendix 1 on page 33? There the average figure for the United States is $44.76, 
the figure at the top of that column. Is that confined to payments in excess of 
$50 where the recipients are sixty-five years of age or over, or does that include 

3 ~ everybody ?—A. Everybody. 

Q. So that we cannot compare the figure of $26 which you gave just now as 
the federal contribution—A. That was $25, 

fe Q. $25, as the average federal contribution to the total state expending 

of $44.767—A. I am not sure I get your point. 3 

The CHairRMAN: There is a footnote there. 
The Witness: The figure of $44.76 would be reduced somewhat, Mr. 

_ Fleming. I cannot actually tell you how much. It would be reduced first of all 

by the exclusion from the California and Colorado totals of all pension pay- 

- ments made to persons under age sixty-five. It would also be reduced by the 

- individual excess over $50 paid in all states of the union, so that it might be 

- considerably less than $44.76. 

By Mr. Fleming: 
Q. Can you arrive at that figure? Have you any statistics on that?—A. No, 

_ we haven’t any data on that. 

he Q. And then we cannot arrive at the average federal contributions to the 

_ pension that applies with the maximum fixed by the federal contribution? 

—A. No, except that we have Mr. Altmyer’s statement that that runs in the 
ne ighbourhood of $25. The only way you could get that is by working back- 

wards. You know that $15 of that is in respect to the first $20, and the re- 

- maining $10 is with respect to— 

_. The CuHarrman: The second $20. 

_. The Witness: Yes, it works back to a figure of $40 as the average pay- 

| ment which the federal government in the U.S. recognizes as a shareable 

expense. 

; Mr. Fuemine: So that you could take the figure then of 25/40ths, which 

would be about 62-5 percent, as the maximum federal contribution allowable 

under federal legislation? 

| The Witness: That is correct, unless the average actual payments share- 

_ able under the present federal formula do not exceed $40. But I would point out 
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that the federal governement in the US. is eee to ‘ee up to a 50. 
average, and its maximum siare then would be $30, which is 60 per cent. 
Beyond the $50 maximum it does not share. 

The CHAIRMAN: Gentlemen, we will adjourn until 4 o’clock in room 26g 4 
And tonight, a steering committee meeting at 7.30 in this room. +i 


sad 


The committee adjourned. 


House or CoMMOoNs, 
May 2, 1950. 


AFTERNOON SESSION 


The committee resumed at 4:00 p.m. 


The CHAIRMAN: Order, gentlemen, we have a quorum. _ 


Dr. G. F. Davidson, Deputy Minister of Welfare, recalled: 


The Wirness: Mr. Chairman, this morning I promised to get for Mr. Shaw — 
the figure as to the number of individuals in Canada covered by private pen-— 
sion plans of the kind we were discussing. I have now the Dominion Bureau — 
of Statistics Report on the Survey of Industrial Pension and Welfare Plans, 
1947, which, I should point out, covers only industrial pension plans. The — 
questionnaire on which this was based was sent to all industrial firms in 
Canada employing fifteen or more individuals; it does not cover those employed — 
in public administration, educational or publicly or privately owned institutions, © 
nor does it cover private organizations such as charitable organizations and — 
political parties, et cetera. It is therefore, not a complete picture of all the non-— 
governmental retirement schemes in Canada. 


Mr. Suaw: Does it cover the 4,500 different private pension plans that 
you referred to this morning? 


The Wirness: It covers 3,419 pension plans of this type, as of 1947, and” 
the number of employees covered by those plans is given as 629,233. . a 

I was also asked, Mr. Chairman, to file a statement showing the latest 
available information on personal income per capita by provinces. The figures 
IT have here are taken from the Dominion Bureau of Statistics publication — 
National Accounts, Income and Expenditure, 1941-1948. There are no later 
figures available broken down by provinces than for the year 1948. Perhaps: 
I should read into the record the provincial figures, as follows: 

Prince Edward Island, $548; Nova Scotia, $682; New Brunswick, $636; 
Quebec, $784; Ontario, $1, 075: Manitoba, $946 ; Saskatchewan, $932 ; Alberta, 
$998; British Columbia, $1, 024 (includes ides and Northwest Territories). 
The Canadian average, $922. 

The other questions on which I promised to get information, Mr. Chairiiail 
relate more specifically to old age and survivor’s insurance and, with you 


permission, I propose to give the answers to these when we get to that stage 
in the discussion. : i 

We broke off diseussion this morning at about page 7 of the document. I 
was dealing with the formula under which the federal government provides 
financial assistance to the states in accordance with the means test Old Age 
Assistance Program. The general point that I made was that the $30 maximu m 
federal aid in the United States corresponds exactly to the $30 maximum whi ch 
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is under the federal legislation, payable in Canada at the present time; but 
that the average actual federal payment in the United States runs around $25 


- whereas the average actual payment in Canada from federal funds runs to 


approximately $28.50 at the present time. So, the federal contribution in Canada 
_ through the old age pension program in the provinces is percentagewise, larger; 
and on a dollar for dollar basis it is larger than the average actual federal 
contribution to the Old Age Assistance program in the United States. To the 
extent that the actual over-all pension payments in the United States are larger, 
that is due to the fact that a larger contribution is forthcoming from state funds. 
I should also add, of course, that the United States Federal Government gives 
to the states something that our federal government does not give to the 
- provinces, namely a certain amount of assistance, over and above the assist- 
ance I have just described, in respect of the administration costs. The federal 
government in the United States reimburses the state for 50 per cent of what 
the federal administration determines as the proper, and reasonable administra- 
tion costs of the state. 

Turning now to the next section of the brief, if there are no questions 
under that, Mr. Chairman,— 


Mr. SuAw: I do not know whether it is possible or not to procure information 
in respect to the cost of administration in the various provinces of Canada. 
Could we get that? 


The Witness: I mentioned some days ago, Mr. Shaw, that an answer is 
being tabled in the House on that very point in reply to a question asked by 
’ Mr. Knowles. It has been tabled already, I am informed. 


Mr. Suaw: Thank you. 


| The Witness: If we turn now to the next section of the brief, on assistance 
_ payments, you will see here in some detail the information given to support 
the statement I made this morning as to the wide variation between states in 
the amount of assistance given. There are a variety of reasons which can be 
- given in explanation of this fact. Prominent among those explanations is the 
fact that the federal government, of itself, imposes no specific requirements in 
the way of a means test formula other than the general requirement that the 
state must pay pensions on the basis of need, and in so paying they must take 
- into account any income and resources of the applicant. 


(Mr. W. Benidickson, the vice-chairman, assumed the chair.) 


By Mr. Knowles: 
Q. Dr. Davidson, at this point, may I ask this question: you indicated 
this morning that there is wide variation, not only among states as to the 
application of the means test, but also a variation amongst counties or other 
agencies within a state. May I ask now whether one local administration 
actually varies treatment from case to case?—-A. The answer to that, 
Mr. Knowles, is, I think, yes and no. As you will appreciate, we build from the 
top down on a means test basis under the system in Canada. In the United 
States, on the other hand instead of working down from the income ceiling 
allowable, as we do in Canada, they generally work from the bottom up in each 
individual case. They pay each individual applicant only what they consider 
he needs to live on as a supplement to his available income. Therefore, it is 
conceivable that on a statewide administration the state might take into account, 
for example, the fact that in a rural area it costs less to live. They would take 
into account this fact and they would construct that individual’s living budget on 
a lower basis than they would in respect to an urban pensioner. And so you 
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might have a statewide administration paying a smaller amount of assistance 
to an individual in a rural area than the amount they would pay to an individual _ 


in an urban area, both having the same resources. 


By Mr. Knowles: : a 

Q. What about the case of two applicants A and B who appear before the — 
same local administrative body down at the county level, as it were. Let us — 
suppose that A and B have the same resources to begin with. Are there any — 
cases where that local administrative body decides that one needs more than 
the other in the way of pension?—A. Only if they know from the circumstances — 
under which these people live that the amount required by one to live is more 
than that required by another one. It is quite a different arrangement compared — 
with our arrangement where we say: here is the income ceiling for everybody, | 
take off from that the available income and what is left is the amount of pension 
that the individual is entitled to, whether or not he is living at such an economical — 
level as to suggest that he does not require the full amount of pension to which | 
he may be entitled. I do believe that the application of the needs test in the — 
United States experience is, in many respects, different from the application of — 
the means test as we apply it. ae 


- 


By Mr. Laing: | yy 

Q. Have they had any trouble?—A. Well, I would not say that it would 

be called trouble, but they do run into very real complications in trying to © 
work out the budget in each individual instance and determine from that how — 
much an individual should get. The individual states have endeavoured to a 
standardize that to some extent by constructing what they regard as a minimum 
adequate budget which they apply as a basic subsistence budget in all cases. 
They will include certain items like rent and the cost of food, the cost of 
clothing, and other items that go into the minimum budget for a single individual 
in the state or a certain subdivision of that state. Those budgets naturally vary — 
from one area to another and from one state to another. et 
Q. What I mean by trouble is have there been any accusations of discrimina- — 
tion?—A. Well, I have not come to this yet, Mr. Laing, but there is in United — 
States law a provision for a fair hearing and the evidence is that the vast — 
majority of the appeals that are taken under this appeal requirement are in 
respect to the assessment of income and the amount of assistance that is payable. — 


By Mr. Knowles: a 


Q. What percentage of these hearings are decided in favour of the applicants — 
for pensions?—A. We have no statistics on that one way or the other, — 
Mr. Knowles. We have not been able to run across any information in that 
respect, but one of my colleagues suggests that we might possibly get that for, 
pepens, 1946. We will dig and if we can get something on it, we will let you 

now. “(a 

Q. Oh, it is not of great importance. I think it is rather obvious to us 
that in pension plans that involve variations there will certainly be a lot of 
complications.—A. I should point out, and I should have mentioned this before, 
that this requirement of the fair hearing is something to which the federal 
security agency attaches great importance. They feel it is one of the better 
features of their old age assistance legislation and I am under the impression - 
that they do watch pretty carefully to make certain that the fair hearings board — 
set up by the state agency does give to the applicant a genuine fair hearing 
on his appeal. Sones. 

Q. I would agree that so long as you have people being paid varying amounts — 
of pension considerable importance would attach to the board of fair hearings, 
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$ but its importance would disappear if it was on a flat rate—A. If there are no 
other questions following out of that, Mr. Chairman, I would direct the attention 
of the committee to the table on page 8, which sums up in tabular form the 
- information given in the appendix at the back of the document. I do not think 
- I need to enlarge upon that table except to point out again the fairly wide range 
of the groupings within the range, varying from the low in one state, $18.92 in 
Mississippi to a high in two states, California and Colorado, where they pay 
over $70. 
I also touched this morning on the point illustrated by the table on page 
9, which shows that there is a wide variation as between the high income 
industrial states and the low income agricultural states and that unfortunately 
_ the effects of the Old Age Insurance Programs, is to distort this imbalance to 
an even greater extent. 


By Mr. Brooks: 


Q. I notice the agricultural states are all states where the population is 
almost 50 per cent negro. Take the states of Iowa or Montana, would they be in 
the same class as the states quoted—all in the south?—A. We can. check 
that by the table in the back: Iowa, $48.90, it is not nearly so applicable in Iowa; 
Montana, $52.11—that does register a point against the complete validity of 
this table. 

. I should perhaps explain that this table purports to illustrate the fact that 
there is a ratio between the size of the pension paid, Mr. Brooks, and the 
average per capita income of the state. It may be interesting for us to get 
the average per capita income in Iowa and in Montana and to see whether 

_ there is a correlation there as you would expect from this table, and to see 

~ whether it is applicable to those states. 

Q. I just picked those two states out at random—I do not think that the 

_ Dakotas for instance would correspond with the southern states—A. I am 

sorry that I have not got the average per capita income of those two states 

at the moment. 

: ~Q. My point is that the difference is due to the people living in the states— 
that is the mixture of negro and white, rather than due to the agricultural 

nature of the state?—A. I think you would find that it has more to do with 

_ the average per capita income in the state. I think you would find that Iowa 

is a fairly well-to-do farming state with a fairly high income and, in the 
case of Montana you would find somewhat the same situation. My guess, 
subject to correction is that you would find that a relatively high pension 

payment corresponds with high income irrespective of whether the state is 
agricultural or not. 


By the Vice-Chairman: 


Q. This is per capita income you are referring to?—A. Yes. 
Q. What is the basis of the report that was given to us for 1948?—-A. It is 
personal per capita income from all sources. That would include cash, wages 
earned, investment income, and also an estimate of the income value of per- 
quisites like free rental, free board and lodging and so on. 
| Q. Farm produce?—A. Farm produce used or consumed on the farm, yes. 
i. Q. I notice that for Prince Edward Island the figure is amazingly low?— 
_A. If we go on you will see from page 11 and the following pages—a point 
which I brought out this morning—that while no maximum amount is set forth 
in the federal Act as an amount within which the state must remain, to all 
- intents and purposes the same effect, as far as the federal authority is concerned, 
is achieved by setting the maximum amount which the federal authority will 
- contribute in the individual case—working on the formula of three-quarters of 
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the first $20 and one-half of the balance up to $50. You will see there that — 
the maximum contribution the federal authority can pay in any individual — 
case is $30. You will note too that the degree of federal participation has — 
not kept pace with the increase in the cost of living. “The cost of living has — 
increased about 40 per cent in the years between 1939 to 1946 while the ~ 
degree of federal participation, despite several changes in the formula for 
matching state funds, has increased only twelve and a half per cent. | | 
It might be interesting to see how many states have adopted no maximum — 

and how many have adopted a maximum. That varies again. I might couple — 
with that the reference I made a moment ago to Mr. Knowles’ question with — 
respect to the business of establishing a budget and paying the budget deficit. — 
If you work on the basis of what they call the deficiency budget you © 
establish in each case what an applicant’s resources are, you establish what — 
his living needs are, and then you pay the difference between those two— — 
regardless of what it amounts to. oe 
Mr. Know tes: Hear, hear. 4 
The Wrrness: In eleven states, as of March 1950, they adhered to that — 
theoretical principle. In the other states, however, they go a certain distance ~ 
along that way, and then they come to the point when they say: Despite what — 
the figures show we will not go above a stated dollar maximum in any individual ~ 
case. You have 19 states where that maximum is set at $50; 15 where it is” 
set at $50 with a provision to adjust this amount upward in accordance with — 
changes in the federal law, and six states where the maximum was below $00. — 
Now, on page 12, we come to the discussion of the ways in which the ~ 
various states deal with certain of these points which were raised in the earlier — 

- part of this memorandum—the points set forth under the federal law respecting — 
eligibility on questions of age, residence, and citizenship. a 
I have already mentioned to you that all states conform, as they must, . 

to the sixty-five year requirement and that in two states, California and 
Colorado, they go below that. In the case of California, they pay pensions — 
from the age of sixty-three and in the case of Colorado, they pay pensions — 
from the age of sixty to persons who have resided in that state since 1906. 4 
Now, while the federal law provides that no state plan can be approved — 
which has a residence rule of longer than five years out of the last nine in the — 
state, that does not mean that all states uniformly adopt that negative federal — 
requirement. In fact, some states have relaxed the residence rules and have — 
adopted residence rules which are more generous than the minimum stated — 
in the federal law. For example, as of March 1950, four states had no residence — 
requirements whatever. They had abolished all their residence requirements — 
with respect to old age security. One of those states, incidentally, is New York. 
Another, as I recall it is Rhode Island. Both of those states make relatively - 
high old age pension payments, so it is not a correct inference to say that states — 
which have abolished the residence rule are states to which no one would likely — 
come because of the pension being so small. “ 
d 


Mr. Brooxs: New York has such a high cost of living that this fact woul 
probably protect them? 

The 'Wirness: It is understood, in the case of those states which have 
abolished the residence rules, that they agree almost unanimously, that there — 
has ‘been no consequent influx of individuals, simply for the purpose of getting 
the more generous amount of old age assistance which those states provide. 
Mr. Willard draws my attention to the fact that it is the state of New York and 
not the city of New York alone to which I referred; perhaps your comment 
mae the high cost of living refers more to the city rather than to the state 
itself. a 


Mr. Know es: There are a great many factors involved. 
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3 , The Vice Cuarrman: Have the southern states complained that, by reason 
of their warmer climate, they get a great percentage of the people in latter years 
- of life coming down to them? . 


The Witness: I have seen nothing at all of that in the evidence want iT 
have been examining in the past few weeks, and there were many southern states 
which did not appear and testify before the committee to which we referred 

this morning.. You would expect that to be so in the case of California or Florida, 
for instance. While there was no official submission by the State of Florida, 
_ Senator Pepper did appear and he mentioned only one case of that kind—simply 
by way of illustration of the advisability of relaxing this five year residence rule. 


—_—* 


By Mr. Brown: 


Q. If an old age pensioner has been accepted in a northern state, can he 

then move to another state and have the pension follow him?—A. In some 
instances yes; in other instances, no. 

@. Michigan, for instance?—A. In the state of Colorado for example, they 
have the highest pension of all. They will pay that pension so long as an 
individual is in the state. Then, when he goes out of the state they will continue 

_ to pay until such time as he establishes residence for old age assistance purposes 
in the state to which he has moved. At that time if he does not come back to 
the state within sixty days of having received notification from the Colorado 

authority they will drop him from the pension and let him apply for pension 

in another state. That is usually done on the basis of reciprocity. 

} Q. The practice in Michigan is that they will allow payment out of the 
state, is not that correct?—A. I am not familiar with that particular State but 
there are varying practices of this kind. You will recall that I did mention this 

- morning that both California and Colorado—which happen to be the two states 
which pay the highest pensions of all—are opposed to the reduction of the five 

_ year requirement to one year as is currently being proposed. 


By Mr. Shaw: 


Q. Switching back to Canada on this discussion of pensioners shifting from 

one province to another, have we reciprocal agreements between all provinces 

or between some provinces that where a pensioner moves to another province 

he will continue to receive his pension—possibly paid by the original province, 

although I do not know?—A. That is built right into the structure of our 
legislation. 

Q. Oh, I see—A. The federal] legislation, in certain sections, provides that, 
when a pensioner moves from one province to another to permanently reside 
there, a transfer shall be made. 

Q. Which province will pay the pension?—A. The province to which he 
moves will pick up the payment of the pension but the responsibility for paying 
the provincial 25 per cent of it remains with the province which began to pay 
the pension. There is no problem in connection with the movement of pensioners 
-across provincial boundaries in Canada. 
Mr. Ferrite: Some provinces do not pay the bonus outside of that province? 
The Wirness: With respect to cost of living bonuses or supplements the 
_ provinces will only pay on a reciprocal basis. 
In addition to the four states which in March of 1950 had no residence 
requirement, you have twenty-two states which go beyond the federal law in 
requiring only one year’s residence; three states require three years’ residence, 
and the remaining twenty-two require five out of the nine years—the full limit 
permitted by the federal Act. 
Then, on the score of citizenship, twenty-nine states have no citizenship, 
Tequirements; sixteen states require United States  citizenship—including, 
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incidentally most of the high pension hates four states specify citizenship or, | 
as an alternative, twenty-five years’ residence in the state; and the remaining» 
two states specify United States citizenship or ten or fifteen year’s residence. 


Mr, Brown: In Canada do we require citizenship? Fax 
The Witness: No, we abolished the citizenship requirement in the Canadian ~ 
law in 1947. 
Mr. Knowizes: How many states are there in the United States now? 


The Witness: Fifty-one in this count because you are including Alaska, 4 
Hawail— : : 
Mr. Know.ixs: And the district of Columbia? 


The Witness: Yes, and the district. of Columbia. % 

Now, Mr. Chairman, before I turn to the question of the definition of — 
need may I make the final comment that I would think one could summarize — 
the position with respect to residence and citizenship qualifications by saying — 
that the provisions in the United States are certainly no more generous than 4 
in Canada and I think most members would agree that they are somewhat — 
less generous than in Canada. That fact I would point out reduces considerably 
the number of persons who can be considered eligible for old age assistance — 
at all. That does explain in part at least why the average pension payment — 
in the United States is somewhat higher than in Canada. They have established — 
narrower bases of eligibility, and obviously you can afford to pay a smaller 
number of pensioners a large amount than you could possibly pay where the — 
law established a broader basis of eligibility. 


Mr. Brooxs: On the other hand, there is the difference between sixty- five \“ 
and seventy. 


The Witness: Yes, that is Bes ein a point on the other side. a 

Now I would like to come to the question of need for the purpose of — 
indicating the difference between the approach in the United States and the © 
approach in Canada. I have already referred to the needs tests or budgetary 
deficiency method of determining need. I do not think I need reiterate what — 
I said a few moments ago in regard to that. However, I would like to say ~ 
a word as to the items which theoretically at least in the various state programs — 
go into the calculation of the minimum budget of the individual application. — 
You will find certain standard items listed at the end of the first paragraph 4 
on page 13. In twenty-five states certain items such as food, rent, clothing, — 
shelter, fuel, light, water, household supplies and so forth are made mandatory, 
while other items in addition are made optional. 

So that in theory again the approach that they take in the United States 
is to assess the income resources of the applicant, to establish a social budget — 
of individual need based on the items which any person requires for day — 
to day living, and to pay the difference between the cost of providing that budget | 
and the amount of resources which the applicant has at his disposal. é 

Having stated the theoretical position I must again go on to point out — 
that many of the states, because of their financial limitations, fall considerably — 
short of carrying that theoretical position into actual practice, A good number — 
of the states have dollar maximums in terms of the pension which they will 
pay; and a good many of the states have to compromise by saying in effect: 
We recognize that this is your budget deficiency, but the funds which the 
state legislature has voted for the two-year period under which we operate 
are not sufficient to provide you with 100 per cent of your budget’ deficit. 
Therefore we will pay everyone, let us say, 75 per cent, or 80 per cent, or 
62 per cent of the amount which we recognize he needs as his budget deficit. 

In other words, there may have to be an arbitrary slashing of the budget 
requirements of the individual based on the funds which have been voted by 
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* Bestary Site ain to te Aiea by Pear 
We get situations in individual states where the state runs short of money 
_ before expiry of two-year period for which the moneys are voted in many 
states. In that case the pension authority has to put the old age pension 
~ application on a waiting list and say: We have no money. We cannot take on 
additional pensioners until we get the next two year appropriation from the state 
“ egislature We will simply have to deal with your application when the new 
funds are voted. 
x I think the testimony of Dr. Winston of North Carolina made it clear that 
the reason why 5,000 new pensioners came on their rolls in North Carolina in a 
six month period beginning July 1, 1949 and ending December 31, 1949, was that 
these 5,000 applications had been approved and put on the waiting list pending 
appropriation of additional state funds at the beginning of the next biennial 
period in July 1949. 


By Mr. Brown: 


Q. What would be the position if a recession should set in? Suppose ¢ a state 
would not be in a position to provide the funds over a period of years. There 


—S. * 


ould be no fund already built up—A. It would be the same position as in the 
_ ease of a Canadian province. They would have to try to find ways of raising the 
money necessary for their total governmental operations, and to the extent to 
which they did not see a balanced budget ahead, or the possibility of borrowing to 
meet the deficit they would have to cut their old age pension appropriation 
# accordingly. 


By Mr. Ferre: 


| Q. The responsibility would then fall back on the local governments?—A. 
There would presumably have to be a reduction in the amount of pension or a 
~ resort to deficit financing. 
Certain states for example Mississippi in their testimony made it clear that 
if the legislature which has voted, for example, $10 million for a given biennium. 
does not vote more than $10 million for the next biennium, then the only thing 
ui that can possibly be done because of the rising pension case load is to reduce the 
amount of pension payable. 
___ In this connection there is a very interesting arrangement in the state of 
- Colorado which, as the members all know, has the highest pension payable in the 
United States, Colorado takes 85 per cent of its sales tax revenue; 85 per cent of 
its liquor revenues; the merchandise tax, the beer and liquor licences, and 100 per 
Ss of its incorporation fees, and 10 pe cent ste its inheritance taxes; and it has 


By the Vice-Chairman: 
—__—-Q. Is that the only form of social security which is paid out of that fund?— 
A. No. There is one other form relating to dependent children and aid to the 


By Mr. Brown: 
— Q. Does that fund provide an excess for payment under old age security ?— 
A. Iam coming to that. The Constitution says that the money must all be spent 
q in the year in which it is collected. Therefore, Colorado estimates at the begin- 
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ning of the year what the total take from those taxes will be and dstablishen a 
pension. But if, in the course of the year, the money coming in is larger than 
their expectation, they pay a dividend. | a 


By Mr. Croll: 

Q. You mean they raise the pensions PsA. They raise the pensions periodic: . 
ally from month to month. 

Q. What are we doing here?—A. At the end of one year ‘Colorado issued a 
cheque for $280.80 to every individual on their pension rolls. They called it the 
jackpot. 
0. It is not Alberta that you are talking about, is it?—A. No, I am speak 
of Colorado. They follow. now the practice of spreading it over the full year. 
In 1949 they started out with an initial payment of $72 maximum in February. 
During the year it rose to $83. This year because they anticipate lower revenues 
from those earmarked sources they started out with initial payments of $71. As 
a result of deductions due to needs testing a year ago, the average pensioner in 
Colorado received a pension of $74.83 but this year he will start off with a pension 
of $65.80. So they do have to adjust their pension payments to a much greater 
extent than we do in Canada, in anticipating the amount of revenue which may 
be available under changing circumstances. 


By Mr. Brown: ¥ 

Q. I take it that only applies to people who were resident of Colorado in 
1906?—-A. No. That applies to all the people on old age assistance. The refer- 
ence to 1906, that long residence period in Colorado applies only to the group 
between the ages of 60 and 65 which the state supports from its own funds. But 
these payments I have been talking about apply equally to persons of 65 years of 
age and over who have for five years out of the last nine years been resident 1 in 
Colorado. 


By Mr. Croll: . = 


Q. Will you tell us something more about Cubrade? That state is alma 
entirely dependent upon mining interests, is it not? It is a small state with 
large mining interests, so it has imposed. taxes largely on those who are bi 
in the mining business?—-A. The taxes I referred to are the sales taxes. They 
would be pretty well universal; the liquor taxes, which cover more than 2a 
mere minimum part of the population: merchandise taxes, beer and Niguel 
licenses, 100 per cent of incorporation fees, and 10 per cent ‘of the inheritance 
taxes. I have information here which shows the percentages of those taxes. 

Q. Yes. Let us have them—A. 78 per cent of the fund required for old 
age pensions came from the 2 per cent sales tax. 12 per cent came from the 
liquor taxes; and the remaining 10 per cent came from that por of 
inheritance taxes, corporation fees and miscellaneous items, which is ear- 

marked for this purpose. 4 

Q. As I understand it Colorado has its gov ernment from the ion nila 
they are imposing taxes upon the small wage earners and letting them Ee 
the shot. That is what is happening. That is what I thought. 


By Mr. Laing: — : y 

Q. Nevertheless, in case of a depression the whole plan would fall back 

on municipal authorities. They are the ones who would have to take care 
of it?-A. In the event of a serious depression you might have a contractili 
of the eligibility requirements in terms of personal property and that migh 
mean that. certain people who are at present eligible might become neha 
and those who would then be out of the old age ‘assistance scheme woul AV 
to turn to the local relief authority. 4 
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By Mr. Brown: 


Q. It would seem to indicate that a fund should be built up something 
is we have under unemployment insurance which would assure that the 
state would not be running a deficit, and which would assure that the pen- 
sioner would be certain of his pension—A. That is a bridge which I ,think 
the committee will have to cross under its own steam, when it comes to that 
point. But I would point out that even under a system of pay-as-you-go 
financing such as they have in Colorado from ear-marked taxes it is not 
necessary to clean out the fund every year. It seems to me that there could 
well be what I would term—if I may use the expression—a more logical 
arrangement under which they would establish a reasonably good pension 
rate and carry over any surplus that might accrue in a good year to less 
favourable years later on and thereby build up a contingency reserve to carry 
them over, perhaps, two or three leaner years. 

f By Mr. Croll: . 

— Q. Similar to the Australian system?—A. Yes; but it is really more the 
New Zealand system than the Australian system, because Australia has 
already built up a very large contingency reserve. But you are quite right. 
It does relate to both countries. 

By the Vice-Chairman: 

— Q. May I ask this question: do you know of any other states which 
have general taxes especially ear-marked for the security fund?—A. Yes. You 
will find a general statement on that in the latter part of this document. 
On page 20, the second paragraph: In 1947 a total of 35 out of the 49 states 
financed the state’s share of O.A.A. entirely from general revenues, with the 
remaining 14 states utilizing earmarked revenue funds only, or eeneral and 
earmarked revenue funds. There is a combination of arrangements made in the 
various states and of course it may also be pointed out that in a substantial 
number of the states at least a portion of the state’s share is put back on the 
local county or municipal authorities. In North Carolina, for example, the 
state’s share of the pension is split fifty-fifty between the state budget and 
the local budget. In the counties the real estate tax is the main revenue source. 


By Mr. Shaw: 


Q. Did Dr. Davidson say these taxes were new taxes or do they take taxes 
that were in existence and earmark certain payments out of them?—A. I could 
not answer that. 

» Q. I think it is very important to know whether they are being financed 
out of general revenue or by new taxes, as there is quite a difference—A. If we 
can get any information on that for you, Mr. Shaw, I will be glad to get up a 
Statement. I am not sure that we can. I would like to point, however, that in 
‘some of the states the existing arrangements do not result from covernment policy 
or legislation initiated by the administration. In cases like California, for 
example or Colorado these provisions are written by the people into the state 
constitution as the result of referenda that may have been taken at some time 
or other. It is a matter in some cases even beyond the control of the state 
government itself. 

~ Mr. Larne: Have you any information as to the situation in Florida? 

The Wirness: Yes, the general revenue fund for old age assistance is derived 
from taxation of horse and dog racing and jai alai. I do not think it would 
be proper for us, Mr. Chairman, to pursue too far the discussion of the various 
types of taxes that some of the states use for the purpose of financing their old 
age assistance plan. 
me 61159—43 
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I come now to the discussion of what I consider to be the heart and soul 
of the needs test in the United States, and that is the twofold question of the 
determination of the resources and the income of the applicant. I would point 
out here that the income restrictions are not perhaps as.important as they are 
in Canada for the reasons I outlined when I explained the question of. the 
budget deficiency; but also the resources of the applicant, I think the way 
the states handle that question is of very real importance in the application of the 
old age assistance program in the United States. And I want to take some 
examples in addition to those which are given in the document itself on page 17. 
I want to base these examples on some of the high pension states, because 
think this question of the limitation of property does throw some light on 
how it is that some of the states can pay substantial amounts by way of monthly — 
pension to applicants who are in need. Let us take for example again the state 
of Colorado which pays such a generous pension. This is a statement which I 
have taken from this publication I have before me here relating to characteristics. 
of state plans and published by the Federal Security Agency; It indicates who is 
eligible on the basis of resources and who is not eligible in states like Colorado. 
You will recall in that connection the figures I gave in my evidence on Canada in 
reply to some questions by Mr. Knowles, as to the amount of liquid assets, for 
example, which an individual could have in Canada and’ still remain on 
partial or full pension. The following property and income limitations apply to 
applicants for pension in the state of Colorado; no person shall be considered in 
need who owns real property, other than a home in excess of $1,700 free of incum- 
branees.. No applicant can have personal property or cash surrender life 
insurance in a total amount in excess of $750. I would like to draw attention 
to that. On the one hand the Colorado provision is more generous than Canada 
in that it exempts completely property used as a home; but, on the other hand 
it is decidedly less generous than the provisions of the Canadian act in that an 
applicant who has cash in the bank or liquid: assets including the cash surrender 
value of life insurance in excess of the sum of $750, is debarred from pension 
completely until his assets are used up down below that level. a 


Mr. Ferrie: What page is that on? 


The Witness: ‘That is not in the text before you at all. I am quoting 
from the book to which I referred. And I want to stress that cash income limit 
on personal property of $750 and contrast that with the fact that a single 
man in Canada for example can have between $1,400 and $1,500 in liquid 
assets before his pension is diminished at all, and he can, as my figures given to 
you a few days ago showed, have almost $6,000 in cash and liquid assets” 
before he goes completely off pension. A married couple can have close to 
$12,000 before they are completely ineligible. In Colorado on the other hand, 
if a single man has $750 in the bank, or bonds, or even a life insurance policy 
having a cash surrender value of $750, he is ineligible for pension until the 
amount of his assets is brought down to that figure. Likewise. ownership by 
a spouse of personal property other than a home having a capital value in 
excess of $1,500 disqualifies the applicant and spouse from pension. Now, this 
co my mind is one of the most significant features of the state provision regarding 
needs testing. This has to be set alongside other provisions that are so ofter 
mentioned in respect to the admittedly high amount of pension paid in the 
states. ‘There again, re-iterating the point I have mentioned several times: 
by narrowing the base of eligibility and excluding completely from eligibility 
persons who would clearly be eligible under our Canadian pension law, the 
state can thus concentrate on a smaller number of individuals who have 
nothing whatever and pay them on the average a higher pension than they 
would be able to pay if they had a broader basis of eligibility such as we have 
in Canada. That I think, Mr. Chairman, generally applies to all the states; 
almost, I would say, without exception. a 
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__ I would like to take another generous state, the state of California. Our 
nformation here is a little bit out of date because they did some rather extreme 
things to their old age assistance law by constitutional amendment about a 
year and a half ago. Then by a repeal provision which was set in motion by 
‘another referendum they have undone all they did a year and a half ago and 
have had to start afresh as from March 1st of this year on a basis concerning 
which we haven't got the details yet. But California up until recently at least 
‘provided that the applicant or applicants could not own real property in 
excess of $3,000, or personal property of a value exceeding $600; apart from 
‘certain exceptions like personal effects, or the cash surrender value of an 


insurance policy in effect at least five years prior to the application. So that 


Bhey cannot have assets in excess of the amounts I have mentioned and be 
eligible for pension. In some of the other states, some of the relatively high 
‘pension states, the person can have a relatively limited amount of property, 
‘but if he has anything in excess of that amount he cannot go on pension until 
the amount of property held is reduced below the maximum set. 

FF What is happening in effect is this: as I see the picture, Mr. Chairman. 
In the United States they, generally speaking, under the old age assistance 
program, require the individual to use up his resources down to a relatively 
small amount before he can go on pension at all. Having done that they then 
pay him in effect what they regard as being the amount he requires to live on 
within certain stated limits. In Canada on the other hand we allow the applicant 


to retain substantially larger amounts in the way of personal property without 


diminution of pension at all, and even larger amounts still with some diminution _ 


‘of pension. I think that is a difference which should be noted. 

_ Mr. Brooxs: Would not that mean that in the states everybody would 
‘receive about the same amount of pension? They cannot get a pension in 
tne for instance, so long as they have more than $600 personal property. 
Would not that mean that everybody would get approximately the same pension? 
The Wirngss: It would mean this, Mr. Brooks, that so far as their personal 
‘resources were concerned they would not affect the amount of pension in the 
United States to a very considerable degree; on the other hand, so far as current 
‘income is concerned, the extent to which they had current income would affect 
the amount of their resources and therefore diminish the amount of pension. 
‘Therefore, I think you are quite correct in suggesting that the resources of the 
applicant once he gets within the terms of eligibility affect the amount of pension 
to a relatively small degree. It is the amount of income on a current basis 
‘rather than the amount of resources that affects the amount of pension in the 
states: and, of course, there are other variations in the cost of living which 
affect the situation there; and the variations in the maxima that are in existence 
'as between the different states. 

| Mr. Knowtes: With regard to what Dr. Davidson has just said, I would 
"like to ask him a question; but perhaps, instead of asking a question on it, as 
_ that might not be fair, I will make a statement. It would seem to me that it 
| would be more difficult for the United States from where they are to consider the 
Mibolition of the means test than it would be for us. That is the question I was 
going to ask. | 

, The Witness: Mr. Chairman, how long do I have to remain silent so that 
| whatever I say will not be taken as an answer or reply to that statement? I 
, would like to bring out the fact that in my opinion this is one facet of the 
| American picture which has not heretofore been brought out in Canadian terms. 
| Thave seen many statements with reference to the more generous pensions paid 
‘in the United States, but I have never seen very much probing into the back- 
ground of these questions, particularly the terms of eligibility in the states. Just 
that connection and .for purposes of comparison I would like now to put on 
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the record some informatign with regard to ne is done in te state _ : 
Washington which pays @ pension in excess of $60 at the present time. The 
state of Washington provides that if a person has an insurance policy in excess. 
of $500, cash or other liquid assets in excess of $200—apart from personal effects, 
clothing, furniture, a motor vehicle or homestead-—anything more than that 
would debar the applicant from old ‘age assistance under the state of Washinwtal 
provisions. Now, I think perhaps you will see that there is a substantial 
difference between the severity of that test of resources and the principles that 
we adopt under our Canadian law. 

The fact is under our Canadian law, the Dominion- provincial pension maj 
be smaller than in the United States, but there are many persons, a substantial 
number of persons, who are admitted to eligibility, either for partial or full 
pension in Canada, who could not conceivably qualify for pension in the United 
States, even in the most generous state, until their reserves were exhausted to 
almost the vanishing point. 3 

Now, all of this is summed up, Mr. Chairman, m a statement at the top 
of page 16, where it is brought out that the range of allowable resources in 
the way of real property used as a home, for example, varies from $1,000 in one 
state to $6,000 in another state. This state, as I recall it, is the state of Michigan, 
which allows a person to have a-home up to a yaiee of $6,000 without dis- 
qualifying him for pension, but if his home is over $6: 000, he is con ae 
ineligible for pension. 


By Mr. Knowles: a 

Q. Even if that is the only asset he has?—A. Right. Perhaps I should read 
the Michigan provision on that point:’ = 
The equity in real property of the recipient if single or not living 

with spouse, must not exceed $6,000; 1f married it must not exceed the same 
figure of $6,000, including equity in real property of spouse. The personal 
property of the recipient, if single, or not living with spouse, must not 
exceed $500; if married $750, including personal property of spouse. The e 
first $500: of eash surrender alte of life insurance and the first $500. of 
eash sale value of clothing and household gifts are disregarded in. deter 
mining the above amount of personal property. 


Q. In other words, they give a better break to those who get on the pension 
but the number that cet on is fewer. I am going down there to preach against 
the means test too!—A. I do not know that there is anything more on that | poi nt 
that we need to say. 


Mr. Larne: Just one question, Mr. Chairman. You say on this page the at 
no value limit is specified. Are there many such states—that is, in connection 
with the home? 


The Witness: A substantial number of states, I should say, Mr. Chairmar 
—as J have shown in the illustrations I have eiven—do exempt the proper ty 
in which the applicant lives from this calculation of resources. But the rest ¢ of 
the states put a limit on the property value of the house i in which the applica at 
lives. Some of the states have the provision that the property must actually 
be transferred in title to the state pension authorities. Now, on the question. ol 
recovery from the estate of deceased pensioners, you will notice that at ge 
bottom of page 16, it says that all except 9 states retain the right to ma 
recovery from the estate of all or part of the assistance given to the decease 
We have no figures as to the amount of their recoveries but I think it can— be 
taken for granted that because of the rigid testing of resources before the 
applicant comes on pension, the amount of recovery would be relatively sma 
i 
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aie the ar Taat with assets of any size would not, in most states, get 
am rough the resources test barrier. | 
ae there any other questions on that, Mr. Chairman? 


a By Mr. Ashbourne: 


from the estates of deceased pensioners?—A. I think the reason is perhaps two- 
fold, Mr. Ashbourne. One is, I think, that the federal agency on the whole is 


and more important, I think, is the reason I have just given, that if you make 
an applicant exhaust his resources down to $500 before you take him on pension, 

then there is not so much point in having a provision that you shall recover from 
his estate when he dies. That situation contrasts with the situation as it would 
i be if it were possible for an applicant to get on pension having several thousand 
dollars. Whatever may be said for the principle of recovery from estates, there 
is more point in having a provision for recovery in that situation than in the. 
situation I have described. Do you follow the point? 


By Mr. Welbourn: 


Q. Is this right exercised to any very large extent?—A. It is on that point 
that I said I did not have specific information but I suspect that the recovery 
- throughout the states is not a very great deal, for the applicants’ resources are 
ry “vst exhausted before they come on pension at all. 


~~ Hon. Mrs. Fatuis: May I ask Dr. Davidson in regard to that paragraph, 
"relating to the surviving spouse and dependents, which country is More generous 
in the treatment of the surviving spouse and dependents, Canada or the United 
‘ ae 

The Witness: That is a difficult question to answer pointblank. I did 
explain in the evidence on the Canadian legislation that our Act provides that 
“ho recovery shall be made from the estate of a deceased pensioner whose estate 
passes on his death to any other pensioner. Now, that means that if there is 
an aged man and wife on pension and the man dies first and they are living in 
their own home, the federal law specifically forbids any recovery to be made 
_ from his estate in respect of his pension. That house, therefore, passes auto- 
- matically to the wife and remains hers until her death. At that point the 
law does not deny the right to recover from the sale of that house the amount 
_ of pension paid to her but it still is not possible, on her death, to recover the 
amount paid to her husband. The law further goes on to say that no claim 
, ‘a can be made against the estate of a deceased pensioner in the case where an 
Ss prtate passes to anyone who has within recent years contributed a reasonable 
amount to the support of the pensioner either in cash or in kind. What that 
means in fact is that if you have an aged pensioner whose daughter has been 
| living with him and caring for him, she is considered to be making a contribution 
. In caring for him, just as valuable as a contriibution in cash would have been; 
_ and if it can be ‘shown that for a reasonable period of time—the Act speaks 
of since coming on pension or a three year period—if a contribution of that kind 
__Was made over a period of that time, no claim is permissible against that estate. 
' Setting the United States and Canadian provisions side by side, we see that they 
‘would probably work out approximately the same. To that should be added 
| the fact, as already stated in previous evidence, recoveries in Canada from all 
estates of deceased pensioners do not amount to one half of one per cent of 
what is paid out in a given year for pensions. 


a «By Mr. Knowles: 
 Q. The difference that you draw, Dr. Davidson, between the Canadian 
way of treating cash assets and the practice in most of the states, also obtains 
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- Q. Is there any particular reason why those nine states do not seek feconeEs Sm 


encouraging states to do away with this provision for recovery; and secondly, 
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in principle in Canada between our old age pension administration and the 
administration of the war veterans allowance. For example, here in Canada a 
person with a fairly sizable liquid asset can qualify for the old age pension at a 
reduced amount, but if a veteran applying for a war veterans allowance has 
assets, instead of getting a reduced allowance he is told to wait until he reduces 
his assets down to $1750 in the case of the married veteran. That figure is 
still higher than those figures in the United States but I say unfortunately, this 
principle is applied in this case here-—A. In the case you mentioned, the Old Age © 
Pensions Act in Canada is more generous than the War Veterans Allowance Act; 
but it is not so generous in its treatment of property used as a home. I think it 
can fairly be said on both accounts, that the general range of testing of resources 
in the United States is less generous than either the Canadian provisions under 
the Old Age Pensions Act or under the War Veterans Allowance Act. g 
Now, at the top of page 17, Mr. Chairman, there are summed up in general — 
terms specific points that have come up by way of illustration showing the 
amounts of liquid assets that an individual may have and yet come on pension. 
In some states if they have as little as $150 in cash in the bank they cannot 
qualify until they come below that range. 4 
You will note the highest point of $750 is the highest of any of the fifty-one 
states. Life insurance is treated in some cases as an exception to that. a 
Now, we give here, Mr. Chairman, on pages 17 and 18, a number of typical 
examples taken from actual state plans which show exactly how different situa- 
tions are treated, but I think probably I have given enough by way of illustra- — 
tion about the states already to show the operation. ia 
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By Mr. Ferre: : a 
Q. Before you leave that, may I ask one question: who takes care of the © 
hospitalization and the funeral expenses of the old age pensioner when he only 
has an asset of $150 and he has a pension of say $35 or $30 a month? In some 
of these states, what happens?—A. It is similar to what happens in our- own 
country, Mr. Ferrie. If he has any assets on his death those assets are used to — 
pay his funeral expenses. If he has no asset of any kind whatever it is the 
responsibility of the local authority to provide burial of that individual as an 
indigent. I think that is the practice in most Canadian communities, is it not 
Mr. Chairman? f 


By Mr. Shaw: ae 

Q. Do you mean the municipality, Dr. Davidson, or the local authority? 
You are not referring to any pension authority?—-A. No, no. I mean the county 
or municipality. I think I should add this that there is some leeway under the 
federal state old age assistance program for the inclusion of medical and 
hospital expenses as part of shareable expense. It involves stretching the plan 
to the limit for the state to get this in. For example, the basic provision of the 
federal law is that the federal government will only reimburse the state in 
respect of the cash payment that the state has made to the individual. That 
means that if the state pays a doctor’s bill for an old age assistance case, and 
the doctor is paid directly by the state, they cannot claim reimbursement of any 
part of it because that is a service they have provided for the recipient of old 
age assistance. On the other hand, it is possible for the state to work out an 
arrangement by which they add a certain number of dollars monthly to the old 
age assistance recipient’s allowance, and the receipient of old age assistance 
then purchases from his increased allowance perhaps hospital insurance or some-. 
thing of that kind. It is possible in this way for the state to provide him with 
enough assistance to enable him to buy his own hospitalization or medical care, 
and to the extent that that comes within the federal limit of $50, the federal 
authority will allow that to be included for reimbursement purposes. I am 
afraid I have not been too clear on that, but do you see my point, Mr. Ferrie? 
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{ Q. Yes, I do.—A. That has not worked too effectively. The states have 
been trying more and more to include payments to old age assistance recipients 
that will enable them to pay their own medical and hospital care but it would 

_ obviously be more convenient for them to be able to pay hospital and doctors’ 
bills directly; and therefore there are some recommendations coming up in 
legislation which is now before Congress, to enable the federal government to 
_ match direct state payments for medical and hospital care. 


: By Mr. Shaw: 

} ~ Q. Mr. Chairman, possibly that same idea should be recognized in Canada? 
_ —A. I beg your pardon? 
a . Possibly that same idea should be recognized in Canada. Today, for 


‘ example, certain provinces provide hospital, medical, dental, and optical ser- 

4 vices, but entirely at their own expense. Other provinces in a less fortunate 
‘position, may I say, are unable to do that and therefore the pensioners are 

] penalized to that extent?—A. As I say, Mr. Chairman, that specific point is 
_ being considered now in the various proposals that are being made in the United 
States for amending the legislation with respect to old age assistance. 


The Vick-CuairMaNn: That is the type of thing the committee will have . 
an opportunity of considering on a separate occasion. 


Mr. Suaw: That is my reason for mentioning it. 
| The Wirness: I think I can leave these illustrations to speak for them- 


a 


_ selves, Mr. Chairman, and perhaps I can hurry through the remainder of this. 
On the score of finances as a general statement, I think I may point out that 
of course the federal share of the expense invariably comes from the general 
revenue of the federal government; while, in respect of the state share of the 
_ expense, the second paragraph on page 20 shows that in about two-thirds of the 
cases the state share also comes from general revenue; but, in about one-third of 
- the cases the states have earmarked funds or earmarked taxes as at least a por- 
_ tion of the means by which they finance their share of the old age assistance 
ms costs. Part of the cost is passed to the local authority and there, of course, the 

7 a ae estate tax is the main source of revenue for municipal of ‘county payments. 


By Mr. Brown: 


—_-Q. Can you tell us how many states raise revenue or funds by a sales tax?— 
. A. I cannot—without checking through the list. 
_ Q. Are there many that do, do you know?—A. My impression is that— 
The Vick-CHAIRMAN: You are thinking of earmarked revenue? 
Mr. Brown: Yes. 


The Wirness: Probably one-half the states which use earmarked taxes use 
_ Tevenue of that sort. . 


Zz 
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By Mr. Brown: 
‘QQ. Can you say where those states are—w hether they are in the north, east, 
Bi west, or south?—A. I think I had better give you a later statement rather than 
to delay you by looking for the information at this time. 
i Now I gave you costs already this morning and I do not propose to repeat 
that information here. 


By Mr. Ferrie: 

———~—Q«.«~ May I ask the doctor whether there is any state in the union which is 
giving an old age pension and free medical care?—A. I cannot. categorically 

answer that question yes or no. I am informed by Mr. Willard, that Maryland 

has a scheme for medical care of indigents and a great many other states, in the 
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manner which I have just outlined, are able to provide old age DOr eChEe ei ab 
least part of the funds necessary to buy their medical requirements. 
Q. What I was trying to get at is whether there is any state in the union that | 
gives a basic pension and provides free medical care for pensioners over sixty- -fiveS 
years of age?—-A. Not that I know of—with the possible exception of the State } 
of Maryland. 
Q. Is that full coverage or is.it just part? Is it Just hospital or doctor and 
medical?—A. I will check on that and get an answer for you, Mr. Ferrie. 
Now, Mr. Chairman, you will notice at the bottom of page 21 under finances, ~ 
that there has been some liberalization of federal matching provisions which — 
became effective in 1946 and 1948. Without going into detail on them I would 
point out that the federal formula for re-imbursement of the states has been ] 
varied a number of times since the inception of the program. ‘The purpose of — 
the adjustment has been invariably to put more funds at the disposal of the low — 
income states which pay low pensions, without at the same time taking any funds 
away from the high average income states which pay high pensions. For — 
example, at the outset, the federal government contribution was a fifty-fifty — 
contribution. Then it passed through a later stage, in 1946, when the formula was 
changed to provide federal sharing of two thirds of the first $15 and half the 
balance up to $45 maximum. The present formula is three-quarters of the first 
$20 and one-half of the next $30. Under the proposals which are now before — 
Congress the formula is to be adjusted a fourth time in an endeavour to equalize — 
the imbalance that presently exists between the low income low pension states — 
and the high income high pension states. It is proposed that the federal govern- 
ment will pay four-fifths of the first $25 and half of the next $10 and one-third of ~ 
the next $15. Now, if you will add that up it amounts to this: so far as the q 
maximum amount which the federal government will contribute is concerned, it 
remains the same,—$30. But, for those states which are paying in the lower _ g 
ranges—say a pension up to $25—the federal government will be giving them — 
up to 80 per cent of $25 rather than 75 per cent. of up to $20 as at the present 
time. That will enable states like Mississippi and other low income states to 3 
add as much as a full $5 to the amount of the payment payable in their states — 
without it costing them anything at all. Some criticism has been voiced about 4 
that in the United States. It has been suggested, for example, that states are — 
getting wise to the possibility of juggling the formula in such a way as to make ~ 
it possible for them to get a large amount of federal funds by paying a laree 
number of pensioners a small pension. And it is true, for example, that by paying 
.a large number of pensions on a small basis you can get more federal re- — 
imbursement than by paying a small number of pensioners a high pension. 


t 


(Mr. Lesage resumed the chair.) 


Members might be interested in noting, in that connection, the illustration — 
eiven by Mr. Albert Linton, president of the Provident Mutual Life Insurance — 
Company of Philadelphia, who has been one of the key men on the Advisory — 
Council on Social Security almost since its inception in 1935. Mr. Linton in his — 
testimony before the Senate committee on finance on February 10th, 1950 
presented a table which showed that if the average monthly payment is $20 and — 
the federal share of the average payment is $15 then the state, by putting up . 
$100 for 20 pensioners can get federal matching funds to the extent of $300. i 
the case of an average monthly payment of $30 a state investment of $100 for 
10 pensioners would produce only $200 of federal matching funds. In the case 
of a $50 pension a state investment of $100 for 5 pensioners will produce only 
$150 in federal matching funds. Mr. Linton referred to the state of Mississippi 
which in the space of 21 months increased the Federal outlay by $386,000, 000, 
while increasing its own outlay by only $33,000,000. 

A good deal of comment has been made on the point that such ‘isola 
is possible, if it is not actually happening. There are different views as to whee or 
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aM it is happening, or not, but it is certainly possible under this feMnih ehieh : 
varies in relation to the level of pension. It is possible for a state, by broadening 
_ the number of pensioners and paying lower pensions, to get a larger amount of 
federal matching funds than otherwise would be possible. 

It is also interesting to note, Mr. Chairman, that while with relatively few 
exceptions business leaders in the United States in their testimony before the 
Senate committee support provisions for expanding old age and survivors’ 
insurance, in a significant number of cases they are opposed to the broadening 
of the old age assistance program. From their point of view at least, the objec- 
tive of the combined program is to shift the total of the burden of cost from the 
means test program to the old age insurance program as quickly as it can be’ 
_ done. While they are in favour of anything in the way of expanding coverage 
or improving benefits that will serve to take people off old age assistance and 
_ put them on the old age insurance program, they do not, in that process also 
favour increasing at the same time the appropriation for old age assistance 
programs. Their objective is to extend the insurance program and diminish 
thereby the old age assistance load. The amendments under consideration at 
the present time, however, call for extension and improvement of the old age . 
insurance plan and also substantially larger appropriations for the old age assist- : 
ance program. 

Turning back to page 21 you find there figures which I gave this morning, 
showing that the federal contribution stated as a percentage of the total old age 
assistance payments is substantially less throughout the years than 75 per cent — 
which is the percentage payable under the law in Canada. That of course is 
not an exact or fair comparison. To get a completely fair comparison one 
should take into account the supplementary payments paid by the provinces 
outside of the statutory provision. Even then it would be fair to say that the 
proportion of federal funds, of the total paid in old age assistance in Canada, is 

higher and has been consistently higher than the comparable percentage in the 

United States. 

You will note at the bottom of the page under “State and Local” the break- 
down between the state and local government so far as sharing the cost is 
concerned. You will note that 52-6 per cent of all old age assistance payments © 
in 1947 came from federal sources, 41-2 per cent came from state sources; and 

6-2 per cent from local sources. 


a cal 


“he By Mr. Knowles: 


@. Dr. Davidson could you give a comparison between the administrative 
costs in the United States and in Canada?—A. I am advised that the figure for 
old age assistance in the last fiscal year—that is the fiscal year ending June of 
2 1949—was 5:3 per cent, under the old age assistance program in the United 
= States. 
pe Q. 5-3 per cent of the benefits paid?—A. Yes—and that is shown on page 25. 
If you will give me a moment I think I can give you a dollar figure for it. 

a Q. Dollars are really not of much use?—A. The figure that I am looking 
for, Mr. Knowles, and I will correct this if I find later that I am wrong, is about 
$60, 000,000 in 1948 for the administration of old age assistance in the United 
ra) States—taking administrative costs on all levels. 
Q. Is that figure of 5-3 per cent, which you give on page 25, straight admin- 
istration cost, or does that represent ‘substantially the whole administration cost. 
_ Are there no administrative expenses on the federal level of any size?—A. Oh, yes. 
e Q. They should be added to the 5:3-per cent?—A. Perhaps I could put 
_ these figures on the record. The figures which I have before me show that 
_ for the fiscal year 1949 total expenditures for assistance and administration 
__were $1,326,047,000; while the total payments to recipients were $1,259,445,000. 
m The administration cost therefore is the difference between those two fioures, 
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a figure of the order of $67 million. I would have to check it in 1 detail, but. my 
impression from reading this table is that that represents the total administrative 4 
cost including the portion borne by the federal government. . 
q. And that is of the order of 5 per cent?—A. Yes. sg 

I wonder if you have a comparable figure for Canada, or are we still a 
waiting for that order to be returned?—A. I am informed that that was tabled — 
in the House. Am I wrong in that? } 
Q. I have not got it yet—A. There must be a bottleneck nore the way. | 

Q. We did not get to questions yesterday —A. I think the Canadian figure— 

and I speak subject to correction—is around $2 millions, that is, on expenditures 
last year approximating $125 millions. a 


By Mr. Ferrie: 
Q. That is the federal cost?—-A. No, the combined federal and provincial 
cost. 
By Mr. Fleming: ; 
Your answer leaves me in some cube about this 5-3. per cone There 4 
will be federal administration costs over and above the share which the federal — 
government contributes to the state administration costs?—A. That 5:3 per cent 
includes, I believe, both state and federal costs. 
Q. At the appropriate time will you compare the AG ininietratiee cost of | 
the two American systems, the total administration cost of the two American 
systems?—A. I can do that: $60,000,000 in 1948 for old age assistance ; $53 
million in 1948-49 for old age insurance. 


Mr. Suaw: Is not that figure which is designated as administration cost — 
wholly unreliable? , @ 


Mr. Frrrizr: Absolutely! 


By Mr. Shaw: | ie 
Q. Take this situation for example: in the provinces you will find areas 
which are not organized into municipalities; yet you have government officials 
in those areas handling a dozen different things including old age inspection — 
work. So I think that any figure we get is not likely to be very reliable at all— 
A. I agree with you completely. Pe. 


By Mr. Knowles: 


Q. If there is any reliability in these figures the Canadian scene in this — 
respect is away ahead of the American?—A. I do not. think there is any doubt — 
so far as the figures reveal the picture that the Canadian administration costs 
are markedly lower than the American. ; 

Q. Their means testing is so much more complicated?—A. In aire 
to the American picture I would not say that that is, by any means, the whole — 
reason. They do put much more emphasis, and constructive emphasis— ae 

Q. You mean the merit system?—A. They put much more emphasis on 
developing a good standard of administration in the states. I think they do 
_ constructively encourage the state to provide a case-work treatment service — 
by which the state authority will, through its field workers, render a genuine — 
case-work service to the recipients of old age assistance, rather than simply to — 
investigate as to an individual’s means, and pay him a pension, and then not — 
pay much attention to him. It is a fact that some states have fairly frequent 
visits—not just for the purpose of snooping around but really constructive visits j 
—which greatly increase administrative costs but which render a worth vi 
service from the point of view of sound administration. a 


Q. Good. 
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By Mr. Fleming: 


Q. In the states you are dealing with they are forty-nine or fifty adminis- 
trations or jurisdictions while we have ten.—A. That is right. There are a 
number of factors; and while we did the best we could with the return pre- 
pared in answer to Mr. Knowles’ question in the House, there are all sorts of 
factors which you simply cannot smoke out in terms of getting a complete 
picture of administration costs for any given service. 

Take British Columbia for example. They have about 172 field workers — 
posted in various districts in British Columbia who render community services 
in respect to a wide variety of social welfare programs operated by the 
province. So how are you possibly going to decide how much of your salary 
and travel expenses should be charged to the old age pension part of the 
administration? 

In other provinces you will find all the postage for all governmental pur- 
poses paid through the Treasury Department and none of that postage is 
reflected in the administration costs of the old age pension administration. I 
think that is the situation in Saskatchewan but I speak subject to correction. 
Then again, in Ontario you may have something completely different. You may 
find all your IBM equipment is rented by one authority on a pool basis and paid 


| for by the Department of Finance. 


By Mr. Knowles: 
Q. You have whetted my interest in the information you have given me.— © 


A. You are welcome to the figures which are available. They are the best 


we could prepare, but I would not advise you to accept them as being the last 


word on administration expenses. 


Q. In most cases they would be figures which you got from the provinces?— 


A. In all cases they are. 


By Mr. Fleming: 


Q. I think a comparison of the administration cost in the two American 
systems might be of more assistance to us than a comparison of the cost in 
the provinces of Canada?—A. The costs, speaking on an approximation basis 


as I recall it, are about $60 million in the case of old age assistance, and about 


$53 million, which is the last figure we have, in the case of the old age insurance 
system. 
Q. You will work them out as percentage figures so that we may compare 


- them?—A. That is right. 


By Mr. Knowles: 
Q. The latter appears to be a much higher percentage.—A. Oh, it all 


: depends whether you put that percentage in terms of the contributions coming 
in or in terms of the benefits paid out. It is 8 per cent in connection with the 


benefits paid out, and this year it will be about 2-6 per cent of the contributions 
being paid in. 
Since the members of the committee show an interest in the administration 


costs in percentages, might I show how fallacious they may be. The very fact 


that on January 1, 1950, the contribution rate for employees and employers 


under OASI went up from 1 per cent to 14 per cent had the automatic effect 


of reducing by one-third the percentage of administration costs, because your 


base of calculation goes up by 50 per cent. Therefore your administration 


cost stated in terms of a percentage of collection goes down by one-third. ‘The 


only conclusion I have been able to come to after sixteen years in this field is 
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that one should be very leery indeed of assuming that a low cost of administra- a 
tion percentagewise is of itself a ‘reflection of sound and efficient administration. — 

Q. When we put the old age pension up in 1949 the administration percent- * 
age went down?—A. That is right. And likewise with respect to family allow- | 
ances, the fact that percentagewise we can administer family allowances at 1:97 _ 
per cent including health and welfare, treasury, public works and other costs, 
has to be thought of in relation to the fact that we are spending $300 million — 
a year for family allowances; and if they were to be cut in half, then our — 
~ administration costs would go up by 100 per cent overnight yet we could not — 
be blamed for it. 4 


Mr. Croutu: You would though. 
The Witness: Thank you, Mr. Croll. 


By Mr. Knowles: a 

Q. And if we could double the family allowances, your administration — 
costs would go down, but you would not get the credit for it—A. We might a 
try to get the credit for it. a 

I think, Mr. Chairman, that perhaps I have picked up as I have gone 
along most of the points, unless there are any other points which the members — 
would like to raise. Otherwise I think we can leave it. “4 


“4 
va 


By Mr. Brooks: . 4 

Q. One point occurs to me. On page 33 I notice that in California there are — 
272,706 recipients of old age pensions while in New York State which has about — 
three times the population of California: there are 119,293 recipients. I always — 
thought that California was a very wealthy state. So why should there be a — 
discrepancy between those two states?—A. I can think of three reasons. First — 
of all there is the fact that a higher pension is paid in California, and that brings _ 
more people on pension. Secondly there is the fact that they pay their pensions ~ 
at the age of 63 and that means more people on pension. And thirdly I think — 
you have there some of the factors operating which I referred to this morning, — 
when I said that the effect of 13 years of old age insurance has been to take © 
substantially more people off the old age assistance rolls in the industrial states — 
such as New York than in the non-industrial states such as California. I would — 
not say California is completely non-industrial, but I think it is probably less — 
industrial than is the state of New York. ee 


ae 
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By Mr. Croll: ate a 
Q. Might I just ask you to clarify that for us? When the insurance part of — 
the Act was brought in was it not just considered that in the course of time — 
through a process of adding and subtracting and multiplying and dividing they — 
would arrive at a period when there would be a breaking -point or there would — 
come a time when the allowance would be very low—and then there would 
come a time ten, fifteen or twenty years later when the benefits under the insur- 
ance part of the program would supersede the assistance part of the program. — 
Wasn’t that discussed at the time the Act was passed?—A. I think there was © 
an awareness, a general awareness of that factor, but a number of things have 
happened since 1935. on 
_ Q. But was that not essentially a mathematical calculation, almost, at that 
time? They could not have gone that far wrong.—A. It is not as simple as that. : 
For example, the benefit structure which was set up in 1935 might have been 
more adequate if they had had a chance of holding the line on living costs and — 
wages during the period when the insurance program was building up; had we 
not had a war with an inflationary trend and a rising in wage levels and a rise 
. ae 
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in the cost of living, and a whole set of circumstances which have conspired 
to make the rate of benefit contemplated as being reasonably adequate in 1935 
appear now to be completely inadequate in retrospect. Now there is that to 
start with. The fact is that on this contractual insurance basis you have to make 
_ very long projections; and you make projections in terms of things as you know 
_ them to be in, say, 1935 and as you perhaps unwisely think they will continue to 
_ be for the next fifty years. In those terms the benefit rate was set at the initial 
_ minimum rate of $10, which everybody knew was inadequate, with the maximum 
set at $85, which in 1935 terms was considered quite adequate. In terms of that 
time $85 was taken to be quite an attractive figure, and no doubt it would have 
turned out to be that had it not been for the factors which I have mentioned. 
Another thing is this, that the development of eligibility for. benefit did not come 
along as quickly as they anticipated. By the time people began to receive their © 
_ benefits the cost of living had gone up due to the war. The result is that the 
- benefit rate which they might have thought adequate in 1935 is very far. from 
being adequate today in view of the gradual but steady increase in the several 
factors to which I have referred, resulting in the position in which they find 
themselves now. 
_Q. There seems to me to be a flaw in their thinking because they had at 
that time before them the New Zealand scheme and the Danish scheme.—A. No. 
Q. Did they have the New Zealand scheme at that time?—A. No, that 
came in in 1988. 


Mr. Croiu: Right you are. 


The Wirness: The universal superannuation scheme in New Zealand did 
not come in until three years after the Social Security Act in the United States. 


Mr. Crotu: In 1938, that is right. 


Mr. KNow.es: It is also to be noted that the number of persons covered 
when the. insurance act first started was pretty limited, but the thinking of 
people has changed with the years with the result that there is now a better 

_ demand for the universal aspect of the scheme; they now have a quite different 
slant on it. 


, Mr. ‘Croitt: What is troubling me is that in the representations that are 
_ being made at the present time before the Senate:and Congress there are two 
things involved: increased rates, and I think also increased benefits. There is 
no suggestion at the present time before Congress in anything I have seen with 
- respect to universality. 


The Witness: No official suggestion. 


Mr. Croiu: No, and that is what puzzles me, and I wonder why. I cannot 
understand, I cannot follow the thinking in view of the failure of the 1935 
scheme to do what they thought it would do. ! 


The Witness: Well, obviously, Mr. Chairman, the persons who are in 
official positions in the United States recognize that this lack of universality 
plus lack of adequate coverage, these two constitute the chief, the main weak- 
“ ness in the old age insurance approach today. They are trying hard in terms 

of all the alternatives that are being considered now by Congress to work out 
a solution to this very real problem. The fact is however—and this is my 
interpretation, I would not attribute it to them for a moment—that if you have 

been developing a scheme of the type of the American insurance scheme over a 

period of fifteen years it is very hard not to go on and give that scheme a real 
‘try and try to make it work more successfully and try to extend the coverage 
step by step towards universality. If you get that far it is very hard not to 
proceed further: with it rather than stopping at a certain point and saying: 

This was the wrong way to go about the thing and we should try and dis- 
entangle ourselves from this program and adopt a new approach. Now I do 
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not want to impute any ideas or motives of our American friends; and Id . 
not want to have my remarks misunderstood on that point. I think you will — 
see what I am trying to get at. It is very difficult to estimate the ultimate — 
outcome of a program which has implications reaching into the year 2000, as — 
this program has. They have collected contributions against these long term — 
commitments; it is extremely hard in such a situation to completely reverse your — 
position even if you wanted to. The natural result of that is that the people © 
who are interested in the administration of the program see no alternative— — 
and perhaps do not want to see any other alternative, because they still believe 
in the ultimate objective of the insurance program—other than to set up the. 
benefits, to increase the coverage, and, benefiting by experience to work steadily _ 
toward the final goal of universal coverage. a 

Mr. Crouu: Is there any suggestion as to when they are likely to reach — 


that now, dealing with present figures? I understand they have fifteen years — 
to go before they reach their ultimate objective under the present legislation. — 


ae ? 
han i 


The Witness: They will never reach universality of coverage under the — 
present legislation, that is not possible. Amendments would be required. hi 


Mr. Crotu: No, but they ought to reach it some time when the insurance z 
act takes over, takes so much out of assistance act that the assistance act — 
would almost be completely absorbed, except for a. few people. a 


The Witness: Well, may I say this, that I have seen a lot of the testimony ~ 
here, I have read a good deal of it, and there are suggestions that even with the © 
increased coverage contemplated in H.R. 666—that is the draft bill now before — 
Congress—even with the provisions of that bill in force, and the effect of that 


ultimately will be to cover about two-thirds of the total. ‘7 
Mr. Crouu: So that one-third will be left and two-thirds will be covered — 
over what period? om 
The Witness: Two-thirds over a very long. period. | a 


Mr. Crotu: How long would you say? | a 


The Wirness: I would say two-thirds indefinitely in the future, assuming 4 
no further changes in the old age insurance program. | 


Mr. Crotu: As I see it, Mr. Chairman, the American system is a very — 
important one for us to consider, particularly its relationship to industrial areas. — 
The American system appears attractive at first glance, and I suggest that it 
is very important for us to understand it in doing our job here. I hope, in — 
fact I am quite sure, that you will be able to get us figures on that. ) a 


The Wrirness: Mr. Chairman, I would assume that the committee will - 
want to spend tomorrow first of all on an orderly presentation of the program. — 
I will endeavour to bring it up to the position as it is at the present time; — 
and at the end of that time I think perhaps we can see more clearly all the 
implications which have been mentioned by Mr. Croll. a 


The CHAIRMAN: Gentlemen, the Committee will meet again tomorrow at 
4 o'clock, in this room. a 


z 
“AY 
q 


The committee adjourned, 
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"MINUTES OF PROCEEDINGS 
_ WEDNESDAY, May 3, 1950. 


4 The Joint Committee of the Senate and House of Commons on Old Age (B Re 


urity met at 4.00 p.m. Hon. Senator J. H. King and Mr. Jean Lesage, M Es eh He zt 


if oint Chairmen, were present. Mr. Lesage presided. | cht Mi 

Also present: | ey ee ee ay 

4 ~The Senate: Honourable Senators Burke, Doone, Fallis, Farquhar, Period; see te 
Togo, Hurtubise, Vaillancourt. Me ii 


¢ 


The House of Commons: Messrs. Ashbourns, Benidickson, Bevericne ae 
I Brooks, Brown (Essex West), Cannon, Corry, Cote (Verdun-La Salle), Croll ee 
Ferrie, Knowles, Laing, MacInnis, Macnaughton, Shaw, Smith (Queens- Lie 
Sh helburne), Welbourn. So 


‘ 5 In attendance: Dr. G. FE: Davidson, Deputy Minister of Welfare. Fes oe 5 


The Chairman presented the Third Report of the Steering a BIE: as 
a in this day’s Minutes of Evidence. Paes 


The said Report was adopted without dissent. iy aed Fake 


Ps ae 
Dr. Davidson was recalled. He presented a memorandum on Old oe ol ‘ 
End Survivors Insurance in the United States (Old Age Income Security — Rae 
oem). on 
It was agreed that the memorandum be taken as read and printed as part 3 wate 
f this day’s Minutes of Evidence. tie ‘ 


BP ‘Dr. Davidson was further examined, being assisted by Messrs. John Scare o k i 
and C. D. Allen, Research Assistants, and J. W. MacFarlane, Director of Old a 
Age Pensions, Department of National Health and Welfare. No 


q At 5.45 p.m. the Committee held a short session in camera and then adj ourned | ut as 
ur ntil 11.00 a.m., on Thursday, May 4th. a ta ai 


| R. ARSENAULT, Nae 
Clerk of the Committee. erate 
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MINUTES OF EVIDENCE 


Hovusr or Commons, 
May 3, 1950. 


i The Joint Special’ Committee ne the Senate and the House of Commons 
on Old Age Securtiy met this day at 4.00 pm. Hon. Senator J. H. King and 
- p Mr. J. Lesage (Joint Chairmen) were present. Mr. J. Lesage, presided. | 


‘ The CHAIRMAN: Gentlemen, “thiere was a meeting of the steering com- 
a mittee last night and I was directed to ask the approval of the committee to 
4 the following program for the coming days and weeks. 
; Wednesday and Thursday, May 3 and 4~—today and tomorrow—it is 
; ~ proposed that we complete the study of the U.S.A. social security program; 
_ Friday and Monday, May 5 and 8, we will study the United Kingdom program; 
on Tuesday, May 9, there will be a recapitaulation by Dr. Davidson of all 
_ studies we have made—both on the Canadian scheme .and on the schemes for 
- other countries. I understand that Dr. Davidson and his associates will 
Ss prepare a table for comparison purposes. 
dl On Wednesday May 10 we will start hearing outside witnesses who. have 
filed briefs. The members of the steering committee propose that I arrange ~ 
for the calling of witnesses. 
Mr. Brown: You refer to Wednesday, May 10—where do we go from there? 
4 The CHAIRMAN: Thereafter— 
> Mr. Brown: Thursday, Friday, Monday— 
{ '. The CHatrMan: I will come to that later. We have received answers to 
letters sent to the provincial ministers of health. Letters, as you know, were sent 
a B bY Mr. Arsenault, and we have received six answers. Some of the answers 
_were only letters but in some cases detailed representations accompanied the 
replies. 
All letters, representations—or briefs if you like-to put it that way—_ 
a will be mimenographed and grouped under one cover and distributed to the 
members on Friday of this week. We also received letters and resolutions 
# which were written to us or sent to us by associations either national, provincial, 
or local, although they were not in the form of briefs. For purposes of con- | 
i venience we have classified them as informal briefs. They will be mimeographed 
-and distributed to members, if possible, and I hope it will be possible, on this 
Friday. 
hj It is also proposed that the date for filing of briefs be extended to May 8th. 
~ Members will recall that the deadline which was mentioned at first was April 30th. 
3 Many associations have asked for a delay of one week—to which request I have: 
* agreed after consultation with the members of the steering committee. Now 
~ it is to be understood that any association which wishes to present a brief will 
have between now and May 8th to do so. Everyone will realize, however, 
a the necessity of calling May 8th the deadline—we must commence public 
~ hearing on the 10th. 
Ik The steering committee suggests that we hear representatives of a number 
of national organizations, and that the necessary action be taken as we go 
along with our agenda. 


° 


bia hs JOINT COMMITTEE Bes si ae ait : 
For the moment invitations have been sent ib the following organization: 
The executive council of the ‘Canadian Chamber of Commerce for May 10th; 
Canadian Congress of Labour for May 11th; The Canadian Association of 
Social Workers for May 12th. 4 
We shall have a meeting of the steerine committee on May 8th to prepare 
our program for the following week—that of May 15th. 
Mr. Brown: Who is coming on May 12th? 
The CuarrMan: The Canadian Association of Social Workers. ‘ 
Those are the decisions which were taken last night by the steering com- 
mittee for approval by the full committee. Are there any questions? 4 
Mr. Brown: I see that you have the Seneniae Congress of Labour for 
the 11th? 1 
The CHAIRMAN: Yes. 
Mr. Brown: Are there any other labour organizations coming? 
The CHairMAN: They will be coming later. 
Mr. Brown: I see. 
The CuarrMan: The Canadian Congress of Labour brief is to come in 
on Monday and it will then be distributed to the members. J 
Mr. Brown: May I ask when we will cease our pears of the various 
organizations? 
The CuarrMANn: The general agenda was that we would cease around the 
Ist of June, but we might leave that for the moment. I am going to ask that we 
go into camera at a quarter to six to discuss some other matters relating to the 
point you have raised, Mr. Brown. J 
Are there any questions? “a 
Shall the report of the steering committee carry? 
Carried. 


Then, at a quarter to six, I will have some condi dettiel reports to make to . 
members of the committee. 


~ Te 
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Dr. G. F. Davidson, Deputy Minister of Welfare, recalled: 4 


The Wirness: Mr. Chairman, and members of the committee. We com-_ 
pleted yesterday the section on the (ated States old age security program which 
concerns itself with means test old age assistance. Today we have the much 
more complicated plan which is known as the Old Age and Survivors’ Insurang a 
program. I would ask permission to place this memorandum in the record. 
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OLD AGE SECURITY ats = 
OLD AGE AND SURVIVORS INSURANCE 


I—INTRODUCTION 


A federal Sanne) contributory insurance program designed ‘a build up, 
pcr the future, income security against wage loss at retirement for a large propor- 
- tion of the working population, was established by the Social Security Act of 1935 
and came into operation on January 1, 1937. In 1939, this income maintenance 
_ program for the aged retired worker was broadened to include his eligible aged 
_ wife and child, as well as to provide survivorship protection for the widow and 
child and, in certain instances, for a dependent parent. Under the same Act a 
% state-federal program of old age assistance was also established. 
In January 1935 the President’s Committee on Economic Security stated 
in its report that at least one third of all the people, on reaching old age, were 
_ dependent upon others for support. By providing the OASI program, the United - 
States Congress recognized the fact that most workers do not accumulate, through 
their working life, sufficient resources to provide adequate income maintenance 
for old age, or for their dependent survivors in the event of death. The adoption 
of this program also indicates an acceptance of the conclusion that any system 
_ of social insurance that is to provide broad coverage against these risks must be 
~ compulsory. 
| One of the most important considerations in establishing the contributory 
_ OAST program, was the prospective mounting cost of non-contributory means 
test old age pensions. While the federal government was prepared to assist the 
_ states financially in the provision of such pensions, there was concern over the 
_ extremely burdensome cost in future years, and it was considered essential to 
design an old age income security program which would build up benefit rights 
over a period of years for a large proportion of the working population and thus 
minimize the financial burden of the companion measure of old age assistance. 
The OASI program has not yet fully achieved the hope of establishing a 
long-term income maintenance program for the aged providing adequate benefits, 
under 4 compulsory contributory insurance method of financing. This is illus- 
trated by the fact that in December 1949 aged beneficiaries ‘(retired workers 
: and aged wives, aged widows and certain dependent parents) under OAST 
numbered about 1-9 million (1) whereas aged recipients under OAA numbered 
over 2-7 million. Also, average monthly payments and total disbursements 
under OASI are considerably lower than under OAA. The national average 
- payment in December 1949 to retired insured primary wage earners under OASI 
was only $26.00 (2) as compared to the national average payment to OAA 
recipients of $44.76. In addition, total disbursements to aged beneficiaries under 
_ OASI amounted to approximately $442-5 million (*) in the fiscal year 1948-49, 
-as compared to OAA payments to recipients of $1,259 million. 
+ The program covers, in general, wage earners and salaried cmibliiaeaa in: 
commerce and industry, with certain important exclusions. Three types of 
monthly cash benefits are provided. First, there are the benefits payable 
to a “fully insured” retired worker and his ‘dependents. The benefit payable 
to the retired worker himself is the primary benefit on which all others depend. 
| Po there are benefits payable, under certain conditions, to certain sur- 
-vivors of a deceased worker. Benefits are paid to an aged widow, or to a 
~ parent, if the worker was “fully insured” at the date of his death. The benefits 
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(1) In addition, OASI monthly benefits were paid to some 792,000 persons (younger 
widows and children of retired or deceased wage earners). 


(?) The average monthly benefit to a retired worker will rise as the scheme matures. 


Be (3) In addition, about $132 million was paid to dependent children of retired workers 
pod hee younger survivors, and approximately $32 million in the form of lump sum death 
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payable if the deceased worker was “fully” or “currently” insured. Thirdly, 
to help meet the special expenses of illness and death, a lump sum payment. is 
eranted to the widow or widower of a “Tully” of “currently. insured” deceased — 
worker, providing no survivor is immediately eligible for monthly benefits. — 

To obtain the basic monthly retirement benefit. (the primary insurance 
benefit), a wage earner must secure a- certain number of “quarters of coverage”, | 
ie. calendar quarters in which the worker has been paid not less than $50 in| 
wages in covered employment. A worker is “fully insured’? when he has to. 
his credit at least half as many quarters of coverage as the number of calendar 
quarters that have elapsed since January 1, 1937, or after the quarter in which | 
he attained age 21, whichever quarter is later, up to the quarter in which he 
attained age 65 or died, whichever first occurred, With 40 quarters of coverage, 
a worker is fully insured as long as he lives. Fully insured status confers all 
benefit rights outlined in the preceding paragraph, to a worker, his dependents, 
and survivors. 

A worker attains ‘‘currently insured -status” when he has received wages” 
of not less than $50 in each of 6 or more calendar quarters out of the 13 quarters - 
immediately before his death, including the quarter in which he died. Such 
status does not provide any monthly benefit rights to the aged widow, but gives” 
the child of a deceased worker, and his widow, if-she has the worker’s child 
in her care and if the child is receiving a monthly benefit, a right to certain 
monthly benefits. Currently insured status further provides to a widow or | 
widower or other person, the right to a lump-sum payment at death of worker 
if no surviving widow, child or parent is immediately eligible for monthly 
benefits. . 
The amount of a worker’s primary’ insurance benefit is important to his 
dependents and survivors, since all benefits are calculated as a percentage of. 
it. In the case of a wife, child or dependent parent, the benefit payable is” 
equal to one-half the primary benefit of the insured worker; the monthly 
benefit payable to a widow is calculated as three-fourths of the primary 4 
benefit. The lump-sum death benefit is six times the primary benefit. " 

The primary insurance benefit is based upon “the average monthly wage” 
earned by a worker since the commencement of the program on January 1, 1937. 
The average monthly wage is computed by nae ee the total wages earned. in 
covered employment and subject to the social security contribution, by the- 
total number of months elapsing after 1936, up to the calendar quarter in 
which the worker attained age 65 or died. The benefit formula then apphed — 
to a worker’s average monthly wage is as follows: 40 per cent of the first $50 
of average monthly wage, plus 10 per cent of the remainder (not exceeding $250) ; a 
in addition, the amount. so calculated is increased by one per cent for each 
calendar year in which the insured earned $200 or more in covered employment. 

There is no maximum primary benefit as such, but the wage base and the 
benefit formula operate to effect a maximum limit for each worker. Thee 
mininum primary benefit is $10 monthly. A maximum family benefit has been 
set at $85, 80 per cent of the average monthly wage, or twice the amount of 
the worker's primary benefit, whichever is least. The minimum family benefit ba 
is $20 monthly. 

The monthly benefits of a retired worker, and those of his wife or chill 
are suspended for any month in which a beneficiary earned wages of $15 or 
more in covered employment. Wages earned in non-covered employment ag 
not affect the amount of continuance of monthly benefit payments. 

OASI is financed ‘by a social security contribution of 12 per cent on ‘the 
first $3,000 of the employees’ earnings, together with a payroll tax of 12» per 
cent levied on their employers. No direct government contribution is m: 1€ 
although an appropriation from general revenues is authorized to finan ce, 
when required, the payments and benefits provided under OASI. 
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The ihethiod of financing the program, ‘which i is based upon the contributory 
: “insurance principle, rather than on alternative methods, continues to remain 
the basic theoretical American approach to the problem of meeting under public 
auspices the financial contingencies of old age. This fact is indicated by the 
following selected quotations from the report of the Committee on Ways and 
Means, established in 1949 to extend and improve the federal program of 


A contributory system of social insurance in which workers. 
share directly in meeting the cost of the protection afforded is the most 
satisfactory way of preventing dependency. A contributory system, in 
which both contributions and benefits are directly related to the indi- 
vidual’s own productive efforts, prevents insecurity while preserving self> 
reliance and initiative. 

Under social insurance, benefits are computed individually in babh 
case, on the basis of earnings, in covered employment. Because benefits 
are related to average earnings, and hence reflect the standard of living 
Be which an individual has achieved, ambition and effort are rewarded; since 
they are also related to length of service in covered work, individual 
productivity is encouraged and the Nations’s total production is increased. 
v Because benefits under the insurance system are paid as a matter of 
" right following cessation of substantial covered employment, the worker’ s : 
a dignity and independence are preserved. 

“a . Knowing that any assets and resources he may accumulate will net 

va disqualify him and his dependents for benefits, the worker is encouraged 

~ to make private savings in crder to supplement his social insurance 
benefits. 

Social insurance has other desirable attributes. Because benefits are 
geared to contributions, the pressure for an unwarranted scale of payments © 
is held at a minimum. Social insurance has a stabilizing influence on 

- the economy by maintaining steady flow of purchasing power in adverse | 
times, and thus helping to protect the Nation from serious economic 
maladj ustment. 

For these reasons the contributory system of old-age and survivors 
insurance, with benefits related to earnings and paid as a matter of right, 
should continue to be the basis method for preventing dependency. . . (1) 
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The present system of OASI will be presented under the general chapter 
s headings, Coverage, Contributions, Benefits, Finance, and Administration, to 
M4 follow. 


II CovERAGE 


Under the present law Title 2 of the Social Security Act, membership in 
Pie program is compulsory for any person who is an employ ee of another | 
person, with many specified exceptions. There are no citizenship or residence 
_Tequirements, (2) since eligibility depends essentially on a prior record of 
* contributions. 

‘a The total civilian labour foree in the calendar year 1948 has been esti- 
_ mated at 61-4 million persons. Fifty-nine million four hundred thousand 
were considered employed in an average work week; of this number, an esti- 

_ mated 35:3 million, or 59-4 per cent of the employed civilian labour force, 

|=) were in employment covered under OASI whereas about 24-0 million persons 

Ry were employed in non-covered occupations. In short, it has been estimated 

5 that only three out of every five jobs are covered under OASI. However, 


i 


a (*) Committee on Ways and Means, House of Representatives, 8lst Congress Ist Session, 
P Report No. 1300 to accompany H.R. 6000, Washington, 1949, jpp. 2-3. 

(2) OAST does not operate in the Virgin Islands, or Puerto Rico but does include Hawaii 
and Alaska. 
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certain persons are engaged in covered: Marches a for only some one of the: 
year, and, therefore, while oily about 35 million individuals were engaged 
in covered employment at any one time in 1948, over 50 million worked 1 i 
covered employment in the course of the year. (+) 


1. Employments not Covered (7) | 
The main groups of workers now excluded from OASI are as follows: 


(a) Agricultural Labour hae ‘§ 
The general term “agricultural labour’’(*) includes the service of hired farm — 
hands, self-employed farm operators, unpaid family workers and those workers | 
employed in the harvesting or production of certain agricultural commodities — 
(e.g. fruit and vegetables). Those employed in “agricultural labour” represent 
the largest excluded group. In an average work week in the year 1948, an 
estimated 7-9 million workers in agriculture were not covered. These persons — 
were divided as follows: (4) , | 
Estimated Number Hstimated Number | 


Employed in an Hmployed in the — 5 
Type of Agricultural Worker Average Work Week Course of a year 
Farm Operators (self-employed)........... 4-7 milion 6-0 million > 
Hared | Workersia tat ere a RUA Wane hoe 1-7 million 4-7 million 
Unpaid) Mamily.\ Workers 1.) gps. sk ease 1-6 million —5 ve 
MORAN ick ZW ot area Ce OO alee 7-9 million : Ve 


It should be noted that the estimated numbers employed in an averse : 
work week are considerably less than the total number employed in the course — 


of a year. 
at. 


(b) Non-Agricultural Self-Employed ~ “i 


Small-business and professional persons make up the largest single category — 
of persons excluded from OASI, as distinct from the total number in the © 
agricultural group. In an average work week, in 1948 an estimated 6:1 million — 
were in this category and, 1f employment over the course of the year is 
considered, this figure rises to 7-7 million. About 35 per cent of this latter 5 
figure are said to be in retail trades, 18 per cent in the service trades, 12 per cent — 
in the construction industry and some 10 per cent in the professions. The 
remaining 25 per cent is accounted for by smaller groups, including manv- 
facturers, wholesale merchants, agents and brokers, and owners of transportation, — 
insurance, and real estate enterprises. The self-employed were excluded from 
the original program largely because, at that time, there was no agreement 
on a feasible method of obtaining the necessary reports of their income. — 
“Subsequent developments have indicated that most self-employed persons can 
report their income, for purposes of coverage, as part of their income toes 
returns.” (®) a 


=) 


(c) Federal, State and Local Government Employment 7 oS 


Certain federal civilian and military employees totalling 1- 8 million in an. : 
average work week, in 1948 (excluding military personnel) are now excluded - 


(1) See Committee on Ways and Means, House of Representatives, 8lst Congress, 1st ola 
“Hearings Before the Committee on Way and Means on H.R. 2893, (Social Security Act 
Amendments of 1949)” Washington, 1949, p. 1083. +e 


(?) For complete definitions of the terms “employment” and “employee” see pages 22-28 ‘ 
and page 114, Compilation of the Social Security Laws, Washington, 1948. 


(3) The terms “agricultural labour”, “farm”, etc., are defined in Section 209, Subsection 4; 
p. 24, Social Security Act. ‘4 


(4) Hearings on H.R. 2893, pp. 1084-87, and pp. 1161. 
(5) Not known. 
(°) Hearings on H.R. 2893, p. 1084. ! 
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from OASI coverage. Although most Federal employees are now protected by 
existing retirement systems, they lose continuity of coverage when they shift 
between Federal employment and employments covered by OASI.(1) Coverage 
has not been extended to some 3:5 million state and local employees primarily 
because of the constitutional difficulty of taxing state and local governments. 


(d) Domestic Service 


About 1-7 million domestic servants in private homes in an average work 
week in 1948, (or an estimated 3 million in the course of the year) were excluded. 
_A main reason for originally excluding this group was “the administrative 
difficulty due to the large number of small employers involved and the fact that 
~ most of these employers do not ee books and would find difficulty in making 
_ reports.” (7) 
(e) Employment in Non-profit Institutions | 
Both professional and non-professional employees performing service for 
religious, charitable, scientific, literary, educational, and similar non-profit 
organizations are now excluded. It is estimated that at present some 600,000 
persons in this category are excluded. The original exclusion of this group was 
based largely on the belief by some leaders of opinion in the non-profit field 
that “an extension of OASI Insurance... might impair religious and academic 
_ freedom, and the separation of church and state... Some feared that to levy the 
employer tax on non-profit institutions would undermine the traditional tax- 
exempted status of charitable institutions. ..’’(%) 

As long ago as 1938, the Advisory Committee on Social Security, composed 
~ of employers, employees and the public, recommended that non-profit institutions 
- be included under OASI. It is considered that not more than about a third of 
_ the persons in this category are covered by any formal retirement plan and 
_ that very few of such plans extend protection to survivors. 


(f) Other Excluded Employments 

The Act excluded certain other classes of employment as follows: family 
workers, 1.e., employment by member of one’s family and, in the case of a 

child under the age of 21, employment by his father or his mother, casual 
labour, news boys under 18 years, employment as a student nurse or intern, 
-.employees of foreign governments and their instrumentalities. Railroad em- 
4 ployees are also excluded under the Act. Many work in employments covered 
under OASI in the course of a year, but no provision has been made to combine 
wages earned under the Railroad Retirement Act and those earned under 
OASI, for purposes of paying retirement benefits. However, the amendments to 
the Railroad Retirement Act of 1946 provided that benefits payable under either 
program to the survivors of a deceased wage earner would be based on the 
_ worker’s combined earnings under both programs. 

On the following page, Chart 1 depicts the estimated number of persons 
in industries covered by OASI, and in selected non-insured employments, for the | 
calendar year 1948, based upon the employed civilian labour force in an 

average week. Some 4:7 million self-employed farm operators have been 
included under agricultural employment; the 6-1 urban self-employed are 
- placed in a separate category. (4) 
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(1) This “in and out” employment is of course common to a great number of wage earners. 
: (2) Hearings, op. cit., p. 1085. It is now generally accepted that this group, together with - 
farm workers, could be covered by the use of a stamp-book system. See Chapter 
ae (3) Social Security Administration, Social Security Bulletin, August, 1944, p. 5. 
(4) Data obtained from Hearings op. cit. p. 1161. 
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CHAR: 3271 


ESTIMATED PROPORTION OF THE EMPLOYED. 
LABOR FORCE IN COVERED AND SELECTED 
NON-COVERED INDUSTRIES, OLD AGE AND. 
SURVIVORS INSURANCE, CALENDAR YEAR 1948 


* 


NON PROFIT 
& OTHER 
{1.4 MILLION 
RAILROAD 


EMPLOYMENT 
1.6 MILLION 


FEDERAL, STATE, 
AND LOCAL 
EMPLOY MENT 
5,3 MILLION 


DOMESTIC 
SERVICE 
t.7 MILLION 


AGRICULTURAL ri), 
WORKERS Ma 
3.3 MILLION 


URBAN SELF- 
EMPLOYMENT 
6,1 MILLION 


V7 7 Jc ovener NOT COVERED i 
59.590 40.5 To , ca. 


RESEARCH DIVISION— DEPT.OF NAT. HEALTH&WELFARE | 


III ConTRIBUTIONS ; ae 


i 

The program is financed by equal contributions on employees and employe af 
These contributions are generally referred to as payroll taxes. The original 
Act of 1935 made provision for a contribution by employees of one per cent 
per annum on the first $3,000 of wages, for the calendar years 1937, 1938 and 
1939; the employer payroll tax rate was also fixed at one per cent for the sa ne 
period. The same Act provided that these rates would rise to 14 per cent each 
on January 1, 1940, with a further increase of one-half per cent every thre¢ 
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1 years until rates of three per cent each were reached on January 1, 1949. By 
successive annual acts of Congress the one per cent rates were extended through 

1947, In that year Security Act amendments fixed the rate of one per cent for 
4 employees and the same amount for employers, through to 1949, but provision 
_ was made that the rate would rise to 14 per cent each for 1950 and 1951 and 
_ two per cent each for 1952 and tireea tier At present the rate is 14 per cent 

each on employees and employers. Net 

The Federal government makes no direct contribution to the program 
although it pays interest on the invested reserves of the program. The Revenue 
Act of 1948 (Section 902) does authorize the appropriation to the OASI Trust 
Fund (*) of such additional amounts, out of general revenues, as may be 
required to finance the benefits and payments provided under OASI; no appro- 
priations have yet been made under this authorization. 


ah 


(a) Maximum Base for Contributions 
The present upper limit on earnings subject to contributions is $3,000. 
~ When this maximum was set in 1939 only about five per cent of those workers 
regularly employed in covered industries earned over $3,000; at today’s wages, 
-— about 37 per cent of the workers regularly in covered employment earn more 
than $3,000. (7) 


IV BENEFITS 


1. Insured Status 

The amount of benefit depends to a aeitoratie extent upon three factors 

first, the length of time an individual actually works in insured employment, 
ssecondly, the amount of his earnings, and thirdly, the amount of time that has 
elapsed since January 1, 1937. The term “insured”’ statue denotes the extent 
to which the amount and duration of contributions establishes the eligibility for 

_ benefit of a worker, his dependents, and his survivors. There are four levels of 
- insured status, viz., permanently insured, fully insured, currently insured and 

- non-insured. 

| A worker’s insured status is dependent upon his “quarters of coverage” i.e 
- ealendar quarters in each of which he has earned not less than $50 in covered 
employment. 
(a) Permanently Insured Status. Once a worker has earned 40 quarters of 
coverage, he has permanently established his right to benefits, no matter when 
_ the quarters of coverage took ee and even if he obtains no further quarters of 

coverage. 

(b) Fully Insured Status. To obtain fully insured status, a worker must 
have obtained one quarter of coverage for every two calendar quarters since the 
start of the program in January 1, 1937 or since he attained age 21, whichever 
is the later. A minimum of six quarters of coverage is also necessary. The 
- quarter in which he attains the age of 65 or died, whichever first occurred, is 

excluded from the computation of quarters of coverage. 
(c) Currently Insured Status. A worker is currently insured when he has 
obtained six or more quarters of coverage out of the thirteen immediately pre- 
ceeding his death, including the quarter in which he died. Currently insured 
status operates to provide eligibility for certain survivors in the case of a worker 
~ who had had an interrupted coverage or who had only recently become attached 
_ to the covered labor force. 
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(1) See Chapter V for discussion of the Trust Fund. 

of (2) The recommendations which have been made in this regard by the Advisory Council 
a on Social Security to the Senate Committee on Finance, as well as the Social Security 
_ Administration would increase this amount to $4,200 and $4,800 per year, respectively. 
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(d) Non-insured Status. Persons who ee worked i in | Eee cter em jayne nt 
for a number of short periods, not totalling 40 quarters, or who have had only 
very short employment, are not in any of the above ae eas and have n no 
insurance status. ; 

The following table shows the approximate number a living persons wt ; 
had worked under covered employment from January 1, 1937 to January 1, mae 

classified according to their insured status on the later date. 
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Permanently Insgred 26 ove oan ae: Peper es cule: 13 million = ; 
Auplly dareuredss. Pes ONS eerie ay af rahe Be cae ae ta 25 ; 
Crmenthy “Tsu red< Pyke. gare lepeter metre wre iets da ge pate 5 
INGOTS PE tsa ei teas ate Eo AR ae Cas a 30 


—— 


All persons with some time in covered employment 78 


2. Primary Insurance Benefit 
The basic monthly cash benefit payable to a fully insured worker at age 65, 
is known as the primary insurance benefit. The amount of all other benefits is 
related to the primary insurance benefit. The primary | benefit is based upon the — 
“average monthly wage” earned by a worker since the inauguration of the — 
program on January 1, 1937. ‘7 
(a) Average Monthly Wage. The method of computation of the average — 
monthly wage has modified somewhat the principle that an individual’s primary — 
benefit, (and therefore those benefits payable to his family), are based upon — 
his previous earnings. A retired worker’s “average monthly wage” is computed — 
by dividing the total wages subject to the social security contribution by the — 
total number of months elapsing after 1936 (1) up to the quarter in which he 
attained age 65 or died. Wages earned after age 65 years are included only if 
the result increases the average monthly wage. 
It is important to note that this method of computing a worker’s average 
monthly wage is based on his total taxable wages in covered employment. Thus — 
the low wages earned when a worker was learning his trade or business are 
included. Also, since there is a long term upward trend of wages, the “average 
monthly wage” will not remain reasonably representative of current wage levels 4 
and will not be representative of his wage loss at death or retirement. Further- 
more, a worker’s month of employment in non-covered industries as well as— 
months of unemployment or disability operates to lower his average monthly | 
wage, which in turn lowers his benefit amount. As with other problems of — 
coverage, and benefit amounts, various suggestions have been made to expand — 
and ‘liberalize the program, including revision of the method of computation of — 
ie average monthly wage; these recommendations will be discussed in a later 
hapter. 
(b) Primary Benefit Formula. The monthly primary benefit is calculated 
as follows: aie 
(1) 40 per cent of the first $50 of average monthly wage, plus 
(11) 10 per cent of the next $200 of average monthly wage, plus a 
(ii) One per cent of the sum of (i) and (ii) for each caiendar year in which ~ 
the worker earned ‘at least $200 in covered employment. x 


When the primary benefit is less than $10, it is presumed to be $10. . ia 

The formula itself is weighted in favour of workers of lower income. For | 
example, assuming ten years of covered employment, the primary benefit of $10 
(minimum) represents 50 per cent of an average monthly wage of $20, whereas © 
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{ i see any calendar quarter before age 22 years, in which the worker has earned — 
sO88 an 
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: this percentage falls to 17-6 for the worker whose average monthly wage is $250. 

_ The monthly primary benefits of a retired worker and these benefits as a per- 
centage of his average monthly wage are shown in Table 1, for various wages 


_ and years of coverage. 


3. Dependents’ Benefits 


(a) Wife’s Benefit. A benefit equal to one-half the primary insurance 
benefit is payable at age 65 (4) to the wife of a retired worker eligible to receive 
_ monthly benefits. 
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TABLE I 


Montruuy Primary BENeEFITs, AND MontTHLY PRIMARY BENEFITS AS PERCENTAGE OF SELECTED AVERAGE 
MontHiy WAGES, BY SELECTED YEARS OF CoverRAGE, OASIT, 1949 Law(!) 


5 years 10 years 20 years 30 years 40 years 
pst Per cent Per cent Per cent Per cent Per cent 
W: y Benefit} of | Benefit of |Benefit| of Benefit] of | Benefit| of : 

nee Amount|Monthly| Amount|Monthly| Amount|Monthly| Amount/Monthly| Amount|Monthly 

Wage Wage Wage Wage Wage 
$ $ $ $ $ $ 

Be PORT tn es 12.60 42-0 | 13.20 44-0 | 14.40 48-0 | 15.60 52-0 16.80 56-0 
1 AeA ee a i A ge 16.80 42-0 | 17.60 44-0 | 19.20 48-0 | 20.80 52-0 | 22.40 56-0 
UE iat: Sa Oe Lae 21-00 42-0 | 22.00 44-0 | 24.00 48-0.| 26.00 52-0 | 28.00 56-0 
Gi Recutice bo cmt 23.63 oltre s00 33-3 |. 27.00 36-0 | 29.25 39-0 | 31.50 42-0 
Beles sericea ay 26.25 26-25) 27.50 27-44-3000 30-0 | 32.50 32-5 | 35.00 35.0 
NRE oe Aa lal Oe 28.88 23-1 | 30.25 24-2 | 33.00 26-451 35.79 28-6 | 38.50 30-8 
CREA LEE | 31.50 21:0 | 33.00 22-0 | 36.00 24-0 | 39.00 26:0 | 42.00 28-0 
RR Pees 36.75 18-4 | 38.50 19-3 | .42.00 21-0 | 45.50 22-8 | 49.00 24-5 
' 250? and over....| 42.00 16-8 | 44.00 17-6 | 48.00 19-2 | 52.00 20-8 | 56.00 22-4 


1 Source: Based on the Social Security Act. 


2 The benefit amount payable on an average monthly wage of less than $30, up to 20 years of coverage, 
is below the minimum benefit ($10) and is therefore brought up to $10. 


3 The percentages in this line are based on an average monthly wage of $250. 


The term “wife” means the wife of a retired beneficiary who is living with 
the beneficiary, or receiving support from him, or legally entitled to support, 
and who is either the mother of his son or daughter, or was married to him for 
at least 36 months before or 36 months after he applied for benefit. 

A wife, however, may receive a primary insurance benefit gained through. 
ner Own wage credits as a retired insured worker. If, for any month his primary 
benefit equals or exceeds one-half the primary benefit paid to her husband, her 

wife’s benefit is discontinued for that month and she receives only her own 
primary benefit. In a case where a wife’s primary benefit is less than one-hali 
the primary insurance benefit being paid to her husband, her wife’s benefit 
is reduced by the amount of her primary benefit. In short then, when a woman 
is eligible both for a primary and a wife’s benefit (as a dependent), only an 
amount equal to the higher of the two is payable. 
(b) Child’s Benefit. A child of a retired insured worker receiving monthly 
benefit payments is eligible for a benefit equal to one-half of the primary insur- 
ance benefit being paid to the individual on whom the child is deemed to be- 
dependent. | 
| The term “child” is defined as an unmarried person under 18 years, and 
includes a legally adopted child or stepchild, (provided the child has enjoyed such 
- status for 36 months prior to application). The term also includes an ille- 
gitimate child or a child born of a bigamous marriage, if the child may inherit 
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(1) If the wife is Jess than 65 years at the time her husband begins to receive monthly 
payments, she is eligible as soon as she reaches 65 years. 
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from the worker under state law. In many states however, the’ erie 
child has no legal relationship to his father. “Child”. also includes a ch 
legally adopted by a step-parent, grandparent, aunt or uncle. | : 

The concept of “dependency” under the Act is an important one. A child # 
is considered dependent on his father if the father is living with him or con-_ 
tributing to his support. Even if the father is not living with the child ony 
contributing to his support, the child, if legal, is considered dependent upon 
his father, unless he is living with and ‘being chiefly supported by a step-father, | 
or has been adopted by some other person. An adopted child is considered — 
dependent upon his adopting father under the same conditions as those which — 
apply to a father and his natural child. A child is considered dependent upon ~ 
his step-father only if such child is not living with his own father or an adopting ~ 
father and is not receiving contributions for the child’s support from either — 
of them. iS 

It should be noted that there are certain variations in the concept of I 
“dependency” under the Act. For example, a foster child placed permanently — 
in a foster home which is not receiving contributions from the child’s father for 
the child’s support, is not entitled to receive a child’s benefit by reason of the — 
insured status of his foster parents. On the other hand, a child taken into a_ 
foster home, and later adopted, becomes eligible for a child’s benefit through 
his adopting father. 

Furthermore, in certain other cases, a child’s benefit rights are derived ania 
from his father; for example, a child of a wage earning mother and an invalid 
father is not eligible to receive a child’s benefit on the death of his mother, © 
because his father is presumed to be the wage earner and, therefore, the child — 
is not deemed to have been dependent on his mother. That the husband isa 
presumed to be the wage earner is also illustrated by the fact that the dependent 
husband of an insured, retired, or deceased wife, is not eligible for benefits. 


. Survivors’ Benefits 


(a) Widows’ Benefits. A widow’s benefit is equal to three-fourths of the 
primary benefit of her “fully insured” deceased husband, This benefit and the 
“widow’s current benefit” described below, are the only benefits payable under 
OASI which provide three-fourths of the primary benefit of the wage earner; 
all other benefits are calculated as one-half the primary benefit. 

Both these widows’ ‘benefits equal one-half of the total amount payable to 
a retired man and his wife. 

A widow is eligible for benefit at age 65(1), if her husband was s fully ineureei 
and if she was living with him at the time of his death, or receiving regular 
contributions, or legally entitled to receive support from him. In addition, she — 
must have been married to her husband for twelve months prior to his death or. 
be the mother of his child, and must not have remarried. ih 

The widow who is eligible both for widow’s benefit, and for a niinnea 
insurance benefit by reason of her own wage credits, is eligible only for ang 
amount equal to the higher of the two benefits. 


(b) Child’s Benefit. A child of a deceased worker who died fully or 
currently insured is eligible to receive a child’s benefit up to 18 years of age, 
equal to one-half the primary benefit of the deceased parent on whom the 
child was dependent. The benefit continues so long as the child holds the 
status of a dependent, or reaches 18 years. Other qualifications are the same 
as those applying to the child of a retired beneficiary, except that a legally 
adopted child or step-child must have attained this status at least twelve full” 

months before the worker’s death. a 


(1) If she was under 65 at the time of her husband’s death, she may become cligible f 
monthly benefits when she reaches 65. 
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| (c) Widow’s Current Benefit. To provide survivorship protection for a 
widow whose husband was fully or currently insured, and who had the respon- 
sibility of caring for his child, a “widow’s current benefit”, equal to three-fourths 
the estimated primary benefit of her husband, is payable. This benefit is payable 
to a widow at any age so long as she has a child entitled to a child’s benefit, 
and so long as she does not remarry. 


(d) Parent’s Insurance Benefit. A parent, step-parent, or an adoptive 

parent (who has acquired this status before the child was 16 years old), of a 
fully insured deceased worker is eligible to receive at age 65(1) a monthly 
benefit of one-half the primary benefit of the deceased worker, if there is no 
widow or children who could ever qualify for a monthly benefit. The parent’s 
benefit, designed to provide survivorship support to an aged dependent parent, 
requires that the parent must offer proof, within two years of the death of the — 
worker, that he and/or she was “chiefly dependent upon and supported by 
the worker”’. 
_ When there is more than one worker with respect to whose wage credit the 
parent would be entitled to receive a benefit, such benefit is based’ upon the 
wage credit of the worker whose primary benefit is largest. The parent’s 
benefit continues until the parent dies, marries, or becomes entitled to receive, 
for and month, an insurance benefit which equals or exceeds one-half of the 
primary benefit of the deceased worker. 


(e) Lump-Sum Death Benefit. To help meet the special expenses of 
illness and death, a lump-sum death benefit, equal to six times the primary 
benefit of a fully or. currently insured deceased worker is payable to the 
widow or widower who was living with the deceased at the time of death, 
‘provided no surviving widow, child or parent is immediately eligible for monthly 
benefits. If there is no eligible widow or widower, the lump sum may be paid 
to the person or persons who paid the funeral expenses, or to the deceased 
worker’s estate if the funeral expenses were paid from it.(*) Claims for the 
death benefit must be filed within two years after a worker’s death. 


; (f) Survivors of Veterans. In order to guarantee survivorship protection | 
to Veterans of World War II, the Social Security Act amendments of 1946 
provided that an individual who was on active service between 1940 and the 
end of the war, and who died within three years following his discharge, would 
‘be treated as having been fully insured in covered employment during his period 
on active service. Accordingly, his survivors are entitled to monthly benefits 
and lump-sum death payments, unless pension or compensation is payable by 
the Veterans Administration. 


5, Maximum Minimum BENEFITS 


(a) Primary Benefit. There is no maximum primary benefit as such, 
\but the wage base and the benefit formula currently in use operate to effect 
a maximum limit for each worker. For example an average monthly wage 
of $250 with 20 years of covered employment would entitle the worker to only 
$48 monthly primary benefit.(?) The minimum primary benefit is $10 monthly. 


4 (1) If the parent is under 65 years at the time of the worker’s death, he may become 
eligible for monthly benefits upon reaching 65 years. 

(2) Prior to the Social Security Amendments of 1946, lump-sum death payments were 
payable to the following persons, in the order listed: widows or widowers, children, grand- 
children, parents, or in the event that none of these survived, to other persons who might have 
been equitably entitled by reason of having paid the burial expenses. Payments to the 
persons listed were contingent upon the fact that no surviving widow, child, or parent 
Was immediately eligible for monthly benefits. 
me (®) See Table I. 
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(b) Family Benefit. The maximum fartile benefit has been set at. $85, 
80 per cent of the average monthly wage, or twice the amount of the worker s 
primary benefit, whichever is least. In no case, however, can the family benefit 
be reduced below $20. The requirement that benefits may not exceed twice 
the amount of the primary benefit is unduly restrictive on survivor’s families 
in the middle income groups which include most insured workers’ wages. 


\ 


6. Employment Income Limitations 


The present law provides that benefits will be suspended for any month in 
which a beneficiary earns wages of $15 or more in covered employment. This 
is known as the retirement test, the primary purpose of which is to provide a 
measure of the beneficiary’s substantial retirement from the covered labour 
force. Suspension under this provision applies not only to the benefits 
of the primary beneficiary, but also to those of his wife or child. To illustrate 
the significance of this limitation, it has been estimated that as of December 31, 
1947 more than $6 million monthly was withheld from some 281 thousand 
beneficiaries earning above the allowable monthly income limit. In about 82 
per cent of the cases, the benefit was withheld due to the employment of the 
beneficiary, and in the case of the additional 15 per cent, suspension was due 
to the employment of the primary beneficiary on whose wages a dependent’s or 
survivor’s benefit was based. 

“This provision at prevailing wage rates, means that relatively fam 
beneficiaries can work even part time without loss of benefits”.(1) As employment 
conditions and wage rates vary, there is general agreement that the level of 
allowable wages under this provision must be considerably increased to provide 
a more real measure of the beneficiary’s' substantial retirement from the covered 
labour force. | F. 


7. Number and Amount of Monthly Benefits 


The number of monthly benefits in current payment status for Deceee 31 
1949, are shown below together with total amount paid, and average monthly 
payments. 
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TABLE II 


NuMBER OF BENEFICIARIES, ToTaL PAYMENTS, AVERAGE BENEFIT, 
BY Type or Benerit, DecemMBER 1949 


Monthly Payments — 


Type of Benefit(*) Number —s 
Amount Average © 
$000 $c 
Primary LR yt ae SOT MED APO ES TRIE) ON AAR RL Se AUD aig Reh 1, 285, 893 33, 437-4 26.00 — 
Wife Bak a hin 5, a iabothett oe clx | soar aa sibs ea aie/as bois pak Sd A , 083 5,376-3 13-76 
Child s(?) oid eM Me beac thet ABR eth rk Cee agree St ey oe a CG 639, 437 8, 427-0 13.18 
Weitere oe. he ee ioe he emigre. yo a cee ke 261, 336 5, 441-9 20.82 
Manat Ss Carrent., cc 5c. tek ee a Beas 152, 121 3,206.8 21.08 fam 
PRBFORE Sea did Ain a'4 aap teowes Glo hea e-e Sa» i SE EA 13, 438 - 185-0 13.77 — 
Tae. Ss Se REE ADEA ty dua ae 2,742, 808 56, 074-4 | 


Source: Social Security Bulletin, March 1950, Table 7, p. 22. 
(1) Lump-sum death benefits for December 1949 are not available. Lump-sum awards for October. 


December 1949, numbered 49,698. 
(*) Includes children of both retired and deceased workers. 


(*) Federal Security Agency, Annual Report, 1948, Washington, 1949, p. 106. . me : 
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8. Adequacy of Benefit Amount 


For some years there has been widespread recognition of the inadequacy 
of the amount of benefit payable under OASI. The average primary benefit as 
of December, 1949 was $26 compared to the average payment of $44.76 under 
the Old Age Assistance program. During the period 1940 to 1949 the average 
primary insurance benefit increased only 19 per cent whereas, in the same 

_ period, consumer prices had increased about 70 per cent and the average wages 
in manufacturing industries about 125 per cent. 


| CHART 2 
PER CENT OF PRIMARY BENEFITS PAID TO MALE 
BENEFICIARIES, OLD AGE AND SURVIVORS INSURANCE, 
! DECEMBER 31, 1948 


PER CENT 


"GO. OL Or AT S00-" 20.00- 500- %3000- *35.00- *4000- 
ese iigo O° “Pein F249 '9° °° 34.597" 3999 44.80 


ADAPTED FROM THE ANNUAL REPORT, SOCIAL SECURITY ADMINISTRATION, 1949 
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hart 2 shows, for December, 1948, the wide variations in the size of 
es benefits received by etl beneficiaries, ranging between $10 and $44.80 
around the average primary benefit of $25.35. It will be noted that almost 
one-half of the male primary beneficiaries receive less than $25. In the same 
month just over three-quarters of all the females receiving primary benefits, 
received less than $25. This range of benefits is, of course, the product of 
several factors including the average wage of workers, the $3,000 maximum limit 
on taxable wages, the number of quarters of contribution and the continuity of 
coverage. A glance at the range of payments makes understandable the fact ~ 
that “some ten per cent of the insurance beneficiaries have to have public ASSIS- 
tance and many rely on help from relatives.” (+) e 
The Social Security Administration has recommended that the present 
average primary benefit be doubled, to provide more adequately for the 
maintenance of a retired worker. To obtain this increase for all wage levels 
and for persons of different employment patterns, changes will be needed in~ 
the maximum amount of wages credited towards benefits, in the calculation of — 
the average monthly wage, and in the benefit formula applied to that wage. . 


V. FINANCES 
1. Trust FuND OPERATIONS 


The Social Security Act of 1935, Title II, created an account in the U.S. 
treasury called the Old Age Reserve Account, into which was to be paid annually 
“an amount sufficient as an annual premium to provide for payments required 
under this title, such amount to be determined on a reserve basis in accordance. 
with accepted actuarial principles... and based upon an interest rate of 3 per 
cent per annum compounded annually. i 

The 1939 amendments to the Act established an independent Federal Old 
Age and Survivors’ Insurance Trust Fund, with a Board of Trustees composed 
of the Secretary of the Treasury (managing trustee), the Secretary of Labour, 
and the Federal Security Administrator. The amendments abolished the clause 
relating to the annual appropriations, and the requirement to determine these 
annual appropriations “on a reserve basis...”, and provided that the Fund 
should receive an annual amount equal to 100 per cent of the taxes (including 
interest penalties and additions to the taxes) collected under the Federal 
Insurance Contributions Act. The Board of Trustees must make an annual 
report to Congress on the operation and status of the Fund during the preceding 
year and the next ensuing five fiscal years, and must report immediately to 
Congress when, in the opinion of the Board, the Trust Fund will exceed three 
times the highest annual expenditure anticipated during the ensuing five fiscal 
years; the Trustees must also report whenever the amount of the Trust Fund 
is believed to be unduly small. | S, 


(a) Receipts of the Fund | a, 


é The primary source of the Fund’s receipts is the contributions collected 
from employees and employers. In the fiscal year 1948-49, the 1 per cent 
rates (which were increased to 14 per cent, each, for employees and employers 
on January 1, 1950, and will increase to 2 per cent on January 1, 1952) yielded 
approximately $1,691 million, the largest yield to date. j 
The second source from which the Trust Fund derives receipts, is interest 

on investments held by the Fund. The Managing Trustee (Secretary of the 
Treasury) is required to invest that portion of the Fund not required to meet 
current expenses for benefits and administration, in interest-bearing obligations 
of the U.S. government, or in obligations guaranteed as to both principle and 


(*) Hearing on H.R. 2898, p. 1089. 
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interest by the U.S. government. Under the original Act a minimum yield 
of 3 per cent compounded annually, was required; in 1939 this regulation was 
changed to allow the purchase of the above mentioned obligations of the United 
States government, on original issue at part, or by purchase of outstanding 
obligations at market price, at a rate of interest equal to the average rate of 
interest borne by all interest-bearing obligations of the United States forming 
a part of the National Debt. In addition the 1939 amendment authorized the 
purchase of Treasury obligations specially issued to the Trust Fund, when the 
purchase of other interest-bearing obligations of the U.S. would not be in the 
public interest. 

In the fiscal year 1948-49 interest and profits on investments totalled $230 
million as shown in Table IV. 

A third potential source of Fund revenue is the authorization in 1943 of 
the appropriation of such funds from general revenue, as may be required to 
finance OASI benefits and payments. To date no such appropriations have 
been made. 

The Trust Fund received about $3-3 million in 1948-49 from general 
revenue, under a separate Act to meet the administrative and other costs of 
benefits payable to survivors of certain World War II veterans who receive 
survivorship protection for a limited period under a 1946 amendment to the 
Social Security Act. 


(b) Expenditures of the Fund 


Disbursements from the Trust Fund in the fiscal year 1948-49 amounted 
to approximately $661 million, of which $607 million was paid in the form of 
monthly benefits and lump-sum payments, and $53 million for administrative 
expenses. In the same fiscal year a total of about $1,260 million was expended, 
under OAA the state-federal “needs” test program, for needy persons aged 65 
years or over. 

TABLE III 


: Brenerit PAYMENTS UNDER OASI, sy Tyre or Benerit, Fiscan Years 1947-48 anp 1948-49 
(Monetary Values $ million) 


1947-48 1948-49 


Type of Benefit Per cent Per cent 
Amount | of Total | Amount | of Total 


eS ee ee SS 


I. Monthly Benefits...... AE ey Makar Gl “igeah Wik aie on a ee $480-4 94 $574-8 95 
(a) Primary (retired wage earners 65 or over).. 272-4 53 333-0 55 
: (b) Wife’s (wives 65 or over of primary bene- 
) POT SIIGRDS Sd tas leoch. s eh h ai a Ph set ich wts Bia 44.2 9 53-8 9 
(ce) Widow’s (widows 65 or over of wage earners) 41-9 8 53-6 9 
(d) Parent’s (parents 65 or over of deceased wage 
esti! toit tA poles Ae Lr iad ane ep aD PRE ao 1-8 (1) 2-1 (1) 
(e) Child’s (dependents of retired wage earners) 3-3 1 4-0 1 
(f) Child’s (dependents of deceased wage 
lee el gf BORA ahd go neh Roar ante gMO oo 4.) RND eee 81-5 16 90-6 15 
(g) Widow’s current (widows of wage earners 
- WIGh Chi MeNOUCIArY wv. .cceee eh fetes « vee: 30:3 f 7 37°8 6 
II. Lump-Sum Benefits (no survivor of deceased 
wage earner immediately entitled to monthly 
benefits or wage earner died before 1940)........ 31-3 6 Bay, 5 
SE SMSEAY AS h oe, OAs Se e dete ae Chee cay ban eae ae eee 511-7(2) 100 607-0(2) 100 


Source: Unpublished data, Bureau of Old Age and Survivors Insurance, Federal Security Agency, 
Social Security Administration, 1950. 
(2). Less than 0-5 per cent 
(?) Includes additional benefits of $3-5 million for Giaal year 1948 and $3-6 million for fiscal year 1949 paid 
under sec. 210 to survivors of certain deceased World War II veterans. Amount is reimbursable to trust fund 
from the general fund of the Treasury. 


r n y - fi > Fy an ee .. hate! , . hee el 2 
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; Soe if ee ‘ + i ; va ft, rs , 


360 JOINT COMMITTEE | 


(i) Benefit Payments ¥ cites Veh cae th ae 
The estimated distribution of benefit payments for 1947-48 and 1948-49 by — 
type of benefit, is given in Table III. It will be noted that in the latest fiscal 
year that approximately 73 per cent of monthly payments were received by — 
persons aged 65 and over, viz., retired wage earners. and their wives, and aged © 
widows, as compared to 70 per cent in the preceding fiscal year. Monthly © 
benefits on behalf of children of retired or deceased workers, and payments to- 
widows who had children of deceased wage earners in their care accounted for 
24 per cent of all benefit payments in 1947-48, and only 22 per cent of payments 
in 1948-49. The balance of the 1948-49 benefit payments consisted almost 
entirely of lump-sum amounts to survivors who were not immediately entitled to” 
_ monthly payments. ae 
(ii) Administrative Expenditures (+) 

In the fiscal year 1948-49 the total cost of administration amounted to $53 
million which represented 3-1 per cent of contributions and 8-7 per cent of 
benefit payments. 
Tn relation to benefit payments, administration costs have decreased almost 
steadily from 41-7 per cent in 1940-41 when benefit payments were small, to - 
8:7 per cent in 1948-49. ; . ¥ 
Administration costs have been estimated to fall to 2°6 per cent of contri- 
butions in the fiscal year 1949-50, principally due to the fact that the payroll tax 
was increased (January 1, 1950) to 15 per cent each on employees and employers; 
furthermore, administrative costs are expected to represent about 8-0 per cent 
of benefit payments in 1949-50 and may eventually drop to around 3 per cent. (7) — 
(c) Assets of Trust Fund . a 
During the fiscal year ending June 380, 1949, the Fund’s assets increased 

by $1,263 million, to $11,310 million. Except for $79 million in cash to meet 
current disbursements, all assets in the fund were invested in Government — 
securities as follows: q 
Special Certificates of indebtedness (1)...... $9,003 million 

(24 per cent interest) 
Treasury Bonds (public issues) (7) 


‘ 


DEM DOTIICET Ic ath Mel ende ce aan e Pea ah Sor 03 

BE OT AC OIG aa wie davies teccye bcoleseru nie nae 4 
POR Ae cop NTS ARTs He sina ehavebh ge A Anke a eh ae fag 
Potaliwse ete ney | SC ase ae cena $ 11,309 


Source: Social Security Administration, Annual Report, 1949, p. 31. 


(1) Special certificates of indebtedness include special obligations issued at par, exclusively 
to the Trust Fund, and bearing a rate of interest equal to the average rate of interest borne by 
all interest-bearing obligations of the U.S. forming a part of the Public Debt. They may 
be redeemed at par, plus accrued interests, by the U.S. Treasury. ee 

(2) Treasury Bonds may be acquired on original issue at par, or by purchase of outstanding 
US. Government obligations at the market price. In the fiscal year 1947-48 investments of the 
fund included, for the first time outstanding obligations $589 million of the U.S., purchased 
at a premium in the open market, which yielded a higher rate of return than the special 
certificates of indebtedness. i 


¥ 

The operations of the trust fund are shown in Table IV. a 

Tt can be observed that total disbursements are growing considerably in 
relation to receipts; for example disbursement represented about 13 per cent of 
receipts:in the fiscal year 1941 and 39 per cent in the fiscal year 1949. The 
growth in the fund’s assets should also be noted. : aa 
EE —eEeEeEE ie 


(*) See Table IV. . 


(*) See A. J. Alltmeyer’s, (Commissioner for Social Security), testimony before the 
Hearings before the Committee on Finance, U.S. Senat ae Ti t , Ind 
Session). Washington, 1950, pp. 107-109. ate on ER. 6000 mr 

/ iS 
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2. Postiste Cost of Program 


The Social Security Act of 1935 provided for the accumulation’ of an 
actuarial reserve to finance the program; that is, by the time the system reached 
maturity around 1980, sufficient reserve assets would have accumulated to yield 
an interest income which, with employer and employee contributions, would have 
financed the benefits in perpetuity. Provision was made for a one per cent tax 
each on employees and employers for the calendar years 1937 through 1939. 
These rates were to rise to 14 per cent on January 1, 1940, with a further 
increase of one-half per cent every three years, until rates of three per cent 
each were reached on January 1, 1949. 


TABLE IV 


OPERATIONS OF THE OLD AGE AND Survivors Trust Funp 
Fiscat YEARS ENDED JUNE 30, 1940 To 1949 


(In $ millions) 


Fiscal Year Ended June 30 


r. — 1940! | 1941 1942 | 1943 | 1944 | 1945 | 1946 |] 1947 | 1948 | 1949 


I. Receipts— 
(a) Contributions......| 1,724? 688 896 | 1,130 | 1,292 | 1,310 | 1,238 | 1,4603 1,6173) 1,6943 
(b) Interest on ; 
Investments........ 42 56 71 87 103 124 148 163 191 230 
ee BOCAL: o25.k. fests fp eh TOe 744 967 | 1,218 | 1,395 | 1,484 | 1,386 | 1,623 | 1,807 | 1,924 


_————“— | q“— |e —\i qe_— “mem |_| qj um jum |. __ 


I. Disbursements— 


(a) Benefit Payments‘. 10 64 110 149 185 240 PA 426 512 607 
(b) Administrative 
THixperises /scinic.s.' 12 nee raf 27 ga° 27 6 37 4] 47 5 


Reis Vetabise noxsns or. 22 91 137 177 217 267 358 466 559 661 


ae SSS SS SS SS SS ee ee eee ee, ee ee A 


ait. Balance at End of Period 1,745 | 2,398 | 3,227 | 4,268 | 5,446 | 6,613 | 7,641 | 8,798 |10,047 |11,310 


Source: Federal Old Age and Survivors Insurance Trust Fund. ‘‘Ninth Annual Report of the Board 
of Trustees’? Washington, 1949. Data for fiscal year 1948-49 obtained from Annual Report of the Federal 
Security Agency, 1949, Social Security Administration Washington, 1950, pp. 30-31. 

Note: Total may not add exactly, due to rounding. 


(1) January-June 1940, fund having been established in place of old-age reserve amount on January 1,1940. 

(2) This equals amounts transferred from old-age reserve account on January 1, 1940. 

(3) Includes $375,000 for fiscal year 1947, $700,000 for fiscal year 1948, and $3,279,000 for fiscal year 1949, 
to meet the administrative and other costs of benefits payable to survivors of certain World War IL 
veterans as defined in title II of the Social Security Act amendments of 1946. 

(4) Based on cheques cashed and returned to the Treasury. 

(*) Includes some reimbursements applicable to outlays in other fiscal years. 

(6) Adjusted for over-reimbursements in prior years. 


Between the years 1937 and 1939, the size of reserve, which was estimated 
to reach $47 million by 1980, came under attack, both by those who believed 
that the reserve represented a large withdrawal from purchasing power at a 
time of substantial unemployment, and by those who were critical of the low 
benefits to be paid in relation to this large reserve. In 1939 steps were taken 
to limit the reserve; these included the addition of dependents’ and survivors’ 
benefits without increasing contributions, placing the date for the first payment 
of benefits ahead from 1942 to 1940, changing the benefit formula and, finally, 
freezing the pay roll tax at one per cent, each, for employees and employers 
until 1943. 

From 1943 to 1947 Congress refused to increase the pay roll tax but, since 
‘this would reduce the future interest income of the Fund, the Act was amended 
in 1943 to provide for the appropriation, out of oeneral revenues, of such 
additional amounts as may be required to finance the OASI benefits and pay- 
ments. No government contribution has yet been made under the amendment 


Visas 
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of 1948, nor is a Srer nici contribution peoomiivended ‘sen ater eeu on 
in regard to OASI now before Congress. In 1947, however, provision was made 
that the tax rate would be fixed through 1949, but would rise to 13 per cent 
for 1950 and 1951, and two per cent each for 1952 and thereafter. 
The level premium cost(!) of the present program, using a two per cent 
interest rate on reserves, has been calculated as somewhere between 3:3 and 5: 
per cent of pay rolls, with an intermediate rate of about 4:5 per cent. (*) The 
existing rate of a total of three per cent, rising to a total of four per cent from 
1952 on, will continue slightly below the level premium cost. Accordingly, i 
would appear that a deficit in funds available for payments will arise in ‘hel 
years ahead, and will have to be made up, at that time, either by an increase 
in the contribution rate or by appropriations from general revenues. 


\ 
aA 


VI ADMINISTRATION q 

The Old Age and Survivors’ Insurance program is wholly administered by 
the federal sovernment, with functions ‘divided between two agencies, the 
Treasury and the Social Security Administration. 3 

The administrative functions of the Treasury consist of the colleenen of 
insurance taxes, the payment of these taxes into the OASI Fund, the issuing 
of benefit cheques, and the appropriations of money from the Fund to cover 
_its own and the Social Security Administration’s administrative expenses. 

In connection with the collection of the insurance taxes, an important 
change was made effective on January 1, 1950 in the method of ‘their collection. 
Prior to that date, employers were required to file separate returns, one for the 
insurance contribution taxes and one for the income taxes, which they had 
deducted from their employees’ wages. Under the new plan, the two collections 
are consolidated and a single return form is substituted for the two forms 
previously used. It is expected that the consolidation will effect substantial, 
savings both to the employers and the Treasury. 

All other administrative functions are carried out by the Social Security! y 
Administration, primarily through its Bureau of OASI. The Bureau consisted, 
in 1948, of a central office, and a number of field units including six area offices. 
475 field offices, and 2 317 stations which give itinerant service. 

The central office of the Bureau is responsible for keeping wage records : 
of all workers who, by January 1, 1949, had at some time earned wages in 
covered employment (their records cover some 79 million accounts), supplying 
wage information to the field offices, and rendering wage credit reports to. 
workers on request. In addition, the central office carries on research into 
administrative problems, problems ‘concerned with the extension of the program, 
and into the social and economic effects of the program. 

Administrative functions at the level of the six area offices, consist of 
reviewing all claims, adjudicating those which present special difficulties, 
maintaining a roll of current beneficiaries, and certifying to the Treasury 
the amount of payment to be made to eligible claimants. 

At the lowest level of administrative organization, i.e. at the field office, 
administrative functions entail the issuing of account numbers, assisting workers 
and employers in correcting wage records, aiding claimants in filing claim S$ 
for benefits and determining their entitlements, and generally acting as in 
formation centres for the insurance program. 

The handling of claimants’ appeals with respect to eligibility, benefit award 
or wage credits reports, is the function of a separate unit of the Social Security 

1 p) 
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(*) Altmeyer, A. J., “Old Age, Sur d | 
Ballston, Volta” Avan ay nee vivors, and Disability Insurance”, Social par 
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Administration. This unit consists of a group of administrative officials called 
“referees” and a supervisory Appeals Council which is directly responsible to 


the Administration. In cases where an applicant is dissatisfied with the decision 


of a “referee”, in respect to an appeal, he may request a review by the Appeals 


‘Council. If the Council refuses to consider his case or makes a decision with 


which he is dissatisfied, the applicant may file an action in a United States 
District Court. (*) 


The Witness: This is, like the old age assistance program, a part of the 
Social Security Act that was passed in 1985 under the presidency of the late 
President Roosevelt. 

It is to this program that the American people have been looking, over 
the past fifteen years, and as evidence of their congressional committees shows, 
it is to this program they will continue to look in the future as being eventually 
the main bulwark of old age security in the United States. 

In 1934, for the reasons which I dealt with in my statement of yesterday, 
President Roosevelt established a committee on economic security to consider 
ways and means by which a greater measure of security might be made avail- 
able to the people of the United States. That committee, as a result of its 
deliberations, in 1934 submitted a report to the President in terms which led 
to the eventual passage of the Social Security Act. It is interesting to note 


that the committee, even in 1934, envisaged the eventual old age insurance 


program as being one of universal coverage. I mention that in the light of the 


comments yesterday with respect to the question of universal coverage, and the 
difficulties of obtaining universal coverage under the Old Age Insurance legis- 
lation in the United States. Mr. Altmeyer in his recent testimony before the 
Senate committee on finance reminded the committee that the original com- 


_ mittee on economic security appointed in 1934 recommended universal coverage 
at that time, just as they are endeavouring to ‘achieve it today. 


The basic recommendation of the committee on economic security had of 
course to be conditioned by circumstances of the time and by the administrative 
limitations that were eventually adopted in regard to old age insurance. As 
they moved from the stated objective of the committee on economic security 
to the application of it toward the goal of a comprehensive old age contributory 
program, they discovered difficulties in terms of the coverage of the entire 


-population of the United States. 


I think it is fair to say because of the anticipated difficulty of collecting 
premiums from self-employed people, farmers, domestic servants, and so on, 
Congress felt obliged in 1935 to place some limit on the old age insurance 


enactment so that it would deal initially at least with wage earners only whom 


it was considered easy to reach in terms of contribution. So the old age 


Insurance enactment when placed on the statute books in 1935 was ‘an enact- 


ment that accepted the temporary inevitability of partial coverage of the 
_ working force rather than the desirable goal of complete and universal coverage. 


It was hoped, as I said yesterday, that with the passage of the years such 
coverage would take most of the load, in terms of need, off the old age assistance 


_ portion part of the program and that, eventually, by progressive steps, it would 
_be possible to enlarge the coverage of the old age security insurance program 


and make it the largest part of the whole social security program. 

I was asked yesterday how much success had been achieved in getting a 
wider proportion of the total labour force under the law. I did not have those 
figures yesterday, but I can give the committee some information on the point 


today. 


So far as the total labour force is concerned, coverage under the insurance 
program has undoubtedly increased in terms of absolute numbers; but there 


(1) It should be noted that appeals or requests for reconsideration have, over the 
years, been relatively few as compared to the number of determinations made. In 1946-47 


and in 1948-49 the total number of appeals filed were 1,658 and 2,045 respectively. 
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is nothing to indicate that the Social Security Act is very much farther ahead — 
than it was in 1940 in terms ofthe percentage of the working force which it is 
presently able to cover by way of insurance, eh ; i 

In 1940, when the total labour force was about 55:6 million and the employed 
labour force around 53 million, the percentage of the employed labour force — 
covered by old age insurance was between 52 per cent and 957 per cent, depending ~ 
on whether you take the proportion for the highest or lowest calendar quarter — 
of that year. For the year ended June 30, 1949, the comparable percentage was 
56 per cent. ; A 

The point I make, therefore, is that, in answer to the question yesterday, © 
they have not achieved, to date at least, notable success in enlarging coverage — 
of the insurance program to include a higher percentage of the total working © 
force. | a 
I think in view of the interest expressed, that I might also point out the — 
significance of another table of figures presented in evidence before the Senate 
committee on finance in the U.S. in January of this year by Mr. Altmeyer. J 
This shows that by 1940, the first year in which benefits were paid under the old — 
age insurance program, 40-8 million living persons had established wage credits — 
under the insurance program. Of these 56°1 per cent or 22:9 million had — 
sufficient credits to entitle them to be insured, while 43°9 per cent or 17-9 million — 
had insufficient credits and remained uninsured. . 

Ten years later on January 1, 1950, the total of living persons with wage — 
credits was 80-7 million: of these 54-2 per cent or 43-7 million had sufficient — 
credits to be insured—which is 1°9 per cent less than was the case in 1940—and ~ 
45-8 per cent or 37 million had insufficient credits and remained uninsured. : 


Hon. Mr. Foco: That figure of 80,700,000 represents the total working force 
of the United States? _ oon 4 


The Witness: Not exactly: that is the total of all hving persons on January — 
1,.1950 who have at any time since January 1, 1987 made contributions to the ~ 
old age insurance fund. ; 

I should point out also that while this program is known as the old age © 
and survivors’ insurance program it was not originally conceived as a survivors’ — 
program. It set out, originally, to be an old age msurance program only and, — 
in the 19385 enactment no specific provisions were made for survivors’ benefits. — 
The original Act provided—and we will come to the exclusions later on—that — 
under the program employers had to make deductions consisting of one per 
cent of the employees’ wages—up to a maximum of $3,000 yearly—in each case — 
and that the employer must match that with an equal one per cent up to a 
maximum level of $3,000. Those contributions were placed in the insurance — 
fund. It is interesting to note that the limit was set at $3,000 in 1935 and that © 
$3,000 figure remains today the same as originally set. In the meantime, due — 
to the increase in wage levels in the States, they have had much the same problem ~ 
there that we have had to cope with in our Unemployment Insurance Act— — 
namely the fact that workers as they rise in wage scale get out beyond the 
program to a greater and greater extent. i 


By Mr. Knowles: 


\ 
€). Can you indicate the theoretical reason for putting any limit on the 
amount on which tax would be paid?—A. I think the theoretical explanation — 
Mr. Knowles, is that the concept was one of a certain basic security—a certain | 
graded benefit up to a limit; but beyond a certain given limit it was felt it was 
up to the individual to provide his own supplemental insurance protection if — 
he thought he needed it—rather than that the state should intervene and tell 
him that he had to provide insurance protection all the way up his income level, — 
consistent with what his previous earnings had been. 
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Q. Without jumping ahead, and I am not really doing that, is it not because 
the benefit in the end is based on average earnings?—A. Yes, but there is a 


ceiling to the benefit and that is an inevitable result of the ceiling on contribution. 
Q. I know there is a ceiling on the benefit, but, bearing in mind the fact 


that the figure is averaged over a period of years, might it not work out that 
some employees making over $3,000 would get the benefit of the higher wage — 


in their benefits?—A. Under the present system? 
(). Yes?—A. No. Because it is assumed under the Insurance Act as it 
stands at present, and as it has been from the beginning, that any person 


earning say $4,800 is only earning $3,000 for the purposes of old age insurance. 


Q. For purposes of computing the benefit which he will draw?—A. Yes, and 
for purposes of computing his contribution as well. 


By Hon. Mr. King: 
Q. Doctor, you said that 80,000,000 workers constituted the total working 


-force?—A. No: that figure refers to all living persons who have paid in contri- 
butions since 1937. The total labour force is currently around 60 million. 


Q. Of that figure only a percentage would come under the law?—A.. Yes, 
and the percentage which I gave, Senator King, was between 55 and 60 per cent. 

Q. Otherwise they are outside. 

_The CuarrMan: May I interject a question here? What is the proportion 
of our own working force that comes under unemployment insurance in Canada? 

The Witness: I would not be too sure of that but I would say probably 
about 60 per cent before the recent changes. 

Mr. MacInnis: I think it is about that—I think the figure is 2,700,000. 

The Wirness: In other words, it has been our experience in this kind of 
wage deduction program, as in the old age and survivors’ insurance program, 
that beyond 60 per cent of the central core of the steady working force it becomes 
increasingly difficult from the administrative end to get a contribution and 
benefit structure to apply to those outside fringes of the force. 

Mr. SuAaw: Dr. Davidson, referring to the $3,000 ceiling of income, does 
that include all work groups or are certain groups excluded? Are employees in 
certain types of enterprises excluded, as they are in the case of our own Unem- 
ployment Insurance Act? 

The Witness: There are certain substantial exclusions. I was coming to 
those. For example, if workmen in a given plant are included at all they are all 


‘included up to the highest paid executive, but he is included only to the extent 


that his earnings are considered as $3,000. 

Mr. Ferrie: His contribution is based on that? 

The Witness: His contribution cannot go beyond the first $3,000 of his 
salary. Likewise his benefit rate is calculated on the assumption that his salary 
in his lifetime never went beyond $3,000. 


By Mr. Brown: 
Q. What if his salary was reduced to $1,500 for a couple of years?—A. Then 
his one per cent contribution would be $15 for those years. 
Q. But he would get the same benefit?—A. May I come to that later? 
The point I was on was that this was not originally conceived as being 
a survivors’ program combined with an old age insurance program and I have 
described the benefit rate set originally at one per cent for employers and 


employees up to a maximum taxable salary of $3,000. The original idea of the 


old age insurance program was that this rate of one per cent would go up 


every three years by 4 of 1 per cent until it reached an eventual maximum 


8 per cent levy on the wage earner and 3 per cent on the employer sometime 


* 
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in the late 1940’s. It was also provided originally that no benefit payments: 
would be made out of the fund in the first five years and that the fund would 
be allowed to run for five years and accumulate a surplus; and the first benefit 
payment as such would begin on January 1, 1942. ea et 

The provision originally also was that if an individual died in the interval — 
while no benefits were being paid, his estate was entitled to a refund of the 
payment that he had needlessly paid into the fund. It was on those assumptions © 
that the insurance program was originally launched. It is interesting to note 
that they had from the beginning this actuarial concept, of this rather sub- 
stantial reserve which would build up gradually by taking in much more in the © 
way of contributions originally than were being paid out; and that it would 
be eventually stabilized some time in the future, and from then on it would — 
strike a fairly even level. q 

Now, let us see what has happened since. It is interesting to note that — 
concern was expressed in 1935 about the eventual size of the insurance reserve © 
that was to be built up according to actuarial estimates. It was shown, for — 
example, that the eventual reserves would amount to $47 billion. At the time © 
the discussions were taking place, the total United States national debt was 
only $20 billion. Senator Vandenberg, as shown in the evidence before the 
Senate committee expressed alarm and asked a question as to what they were — 
going to do with the huge reserve after they had bought up the entire national — 
debt. He said they would still have $27 billion more to invest or to handle, — 
and he asked what they were going to do? As of January 1950, Mr. Altmeyer ~ 
says that although they did not have the answer to that question in 1935 they — 
certainly have it now. a 

One of the first problems that arose as this program got under way was 
that the fund began to accumulate—the steady mounting of the reserve which — 
was accumulating from year to year with no payments being made out in the © 
initial years at least, except by way of refunds in the case of death. Contribu- 
tions, while the Act was passed in 1935, were not to begin until January 1937 — 
which meant that benefits would not begin until January 1, 1942. By the time — 
the year 1940 came around and the first stepping up of the rates from 1 per cent 
to 15 per cent was coming due, both employers and employees complained about — 
the legislation as it seemed to be developing. The employees complained about — 
the fact that they were required to wait for five years, in their opinion needlessly, — 
because they saw these large sums of money in the billions accumulating in the — 
reserve fund. Employers objected to the increased levy, amounting to 50 per cent A 
in their own case, and in the case of the workmen, when these reserves were on — 
hand and in their opinion should be used rather than to resort to increased levies ~ 
needlessly. : 7 a 

Under those conditions the United States Congress decided even before the — 
first increase in the levy went into effect that they would defer the increase of — 
+ per cent on employers and employees. As a matter of fact they went on defer- 
ring that from 1940 to January 1st of this year when, for the first time, the extra _ 
5 per cent was added to the original rate of 1 per cent. You see there a ten-year 
lag in the period in which the 14 per cent rate was originally designed to be in 
effect. In addition to that, because of the large reserve piling up, it was decided © 
in 1940 to convert the old age insurance program into an old age and survivors’ — 
imsurance program as we know it today. Certain benefits were added in respect — 
of aged widows of insured workmen who might have been on benefit for a very — 
short period of time and who then died, leaving their widows without anything. — 
Certain benefits were also provided for children of retired or deceased insured — 
workmen and for widows left with young children, and even for dependent aged 
parents. Finally, a lump sum death payment was added under certain situations 
to cover the cost of the last illness and funeral expenses where there were no 
continuing beneficiaries, ) 
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I would like to point out in passing that as I see it at least, the moral to be 
_ drawn from this is that it is very difficult to establish an old age insurance pro- 
_ gram on this orthodox basis as a consequence of collecting money from all these 
people, many of whom because of death will never benefit—without also adding 
certain alternate benefit features to the program by way of survivors’ benefits. 
I think the experience in the United States is that without originally intending 
to do so they were eventually obliged to add the alternate benefits—rather com- 
plex and varied benefits to their basic program—because otherwise there would 
have been considerable dissatisfaction. Had this not been done, millions of 
workmen would have found themselves contributing to the old age insurance 
fund only to find on death that their wives and children would never get any 
benefit other than a return of contributions paid. | 

As an alternative to making large and sometimes rather pointless refunds 
of amounts paid in it was thought wiser, in 1940, to discontinue the practice of 
refunding contributions of deceased workmen who died before reaching 65 and 
instead those contributions were converted into the other types of benefits to 
which I have referred. 


By Mr. Ferrie: 


Q. With interest added?—A. Under the 1940 amendments instead of refund- 
ing it to the estate of the deceased workman, they kept those amounts and con- 
verted them into other types of social security payments, such as payments to 
the widow, or the child, or dependent aged parents, or lump sum death payments. 


By Hon. Mr. Fogo: 

Q. I take it that these supplementary benefits would destroy whatever 
actuarial basis there was in the first instance?—-A. They certainly would distort 
it. J am glad that you raised that point because it reminds me to say that it was 
here, with this first alteration of the Social Security Act in 1940 that you began 
to get a slight retreat, shall I say, from the full actuarial reserve concept of the — 
fund as it was originally established. You get here the first indications that the 
United States authorities were moving over to a modified actuarial reserve con- 
cept. The minute they decided they were not going to levy the extra one-half 
of 1 per cent in 1940, this fact meant that they were departing from the full 
actuarial reserve concept and were setting up reserves only partially sufficient to 
meet the ultimate commitments of the fund. Likewise, when they added these 
supplementary benefits they departed from the full actuarial reserve concept 
of the fund. 
| Q. Then the idea of saying it was no longer necessary to have a fully funded 
scheme is being more generally accepted today?—A. That is correct; and one 
_of the reasons for it is first of all the incredible size in terms of dollars of some 
of these fully funded schemes when you get them on a national basis; and 
secondly, the unpredictability in actuarial terms of certain of the contingencies 
which enter into the question of retirement. You can establish actuarial tables for 
mortality and the cost can be determined with reasonable certainty. You live 
and you die and that is about the end of it. 


Mr. Know tgs: Let us not go into that. 


By Mr. Brown: 
Q. There are some who will disagree with you there-—A. I mean, so far as 
the actuarial calculation is concerned. But with regard to retirement a number 
of psychological and other factors enter into the question; and the actuary, no 
matter how scientifically he approaches the problem, cannot possibly predict 
_ what the economic situation will be during the next 50 years which might induce 
aman to retire at the age of 65 or to work on from 65. I mean things of that 
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sort. The result of modifying this ee, full actuarial reserve. concept is the 
today the actuarial reserve is about $114 billion, and that represents an aotiailn al 
shortage of the order of $7 billion at the present time. 


/ 


By Mr. Brooks: 


Q. Where would they be if they had carried sue seis original concept and 
had not dropped it in 1940 and added the 50 per cent?—A. If they had continued 
with their original basis, they would by this time, I toink, be up to their full 3° 
per cent rate of contribution because there would be a 4 per cent increment every 
three years. So their full actuarial reserve as of today would have been of the 
order of $18 billion or more. 

Q. Would it have been sufficient to carry out their original idea?—A. I could. 
not answer that question with any certainty. But as a result of the changes 
which were made in 1940 there was a departure from the full actuarial reserve. 
concept, and also a departure from the single purpose concept of the original 
insurance program as being solely for old age insurance. 

I am not going to repeat the comparative figures which I gave yesterday as. 
between the Old Age Assistance and the Old Age Insurance programs. I think 
the members have in their minds the relative figures. At least they are on the 
record and they can be referred to. But I would simply point out that as the 
insurance program has matured since 1940 their old age insurance benefits 
have become payable in increasing amounts and that now they are of the magni- | 
tude of $442-5 million annually paid out to aged retired workers, or to their 
wives or widows or parents, over 65, in the last fiscal year, according to vg 
information which is available. 

In addition to that as pomted out on page 3 in the foot-note: 


-about $132 million was paid to dependent children or retired workent 3 
and certain younger survivors, and approximately $32 million in the 
form of lump sum death benefits. 


I would next like to concentrate my remarks on some of the material whieh 
follows on from page 3 and to point out that the following types of persons are — 
eligible for benefits: First of all the retired working man himself, if he reaches © 
the age of 65 and has fully or permanently insured status, is entitled to draw 
a benefit for himself for the rest of his life, a primary benefit. And if he has a 
wife who is also over 65 years of age, he is entitled to draw a benefit for her as 
well as for himself. But the benefit of the wife amounts to only 50 per cent of 
the husband’s benefit. 

If the wife, by any chance, is younger than he is and has not yet reached | 
the age of 65, she i is not eligible for a benefit on her husband’s account. She will 4 
have to wait until she becomes 65 years of age before he can draw the extra 50 
per cent benefit on her account. 

If after the husband goes on benefit he dies, then his wife, is she is 65 years 
of age continues to draw the widow’s benefit at a rate equal to $ of her husband’s 
primary benefit; but if she is under 65 years of age she draws that widow's 
benefit only if she has a dependent child which child is the child of the insured 
working man and which child would, in its own right, be eligible to draw the 
child’s benefit equal to one-half the primary benefit. So you see it is not a 
complete widow’s insurance program. 

A widow under 65 years of age without any children does not receive a 
widow’s benefit when her husband, who is over 65, dies. She must pee until 
she is 65 before she can qualify. i 

Or take another example. Suppose you have an aged working man retired 
at the age of 65, and he has a younger wife with a dependent child. Suppos a 
that husband dies. Then the younger widow is eligible to receive a benefit. only 


by virtue of the fact that she has a dependent child, a child who is also receiving 
a benefit. a 
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In other words, if she is under 65 years of age, she has no absolute right 
to a benefit in her own name until she reaches 65. Her right to immediate benefit 
is contingent. upon having the care of a child who is a dependent of the working 
man. Therefore, as long as that child is entitled to a benefit as a dependent of 
the deceased retired working man, then the young widow is also entitled to a 
benefit in addition to the child’s benefit. 


By Mr. Knowles: 


@. On what rate?—A. May I deal with that later, Mr. Knowles? But as 
soon as the child ceases to be eligible for a child’s benefit— 


By Hon. Mr. King: 
Q. At what age would that happen?—A. 18; then the widow automatically 
drops off the benefit completely unless in the meantime she has reached the 
age of 65. 


By Mr. Ferrie: 

Q. But is there no other benefit for her under any other scheme?—A. I think 
you must always keep this in mind: that you have as a background behind all 
this the basic old age assistance program which is on a means test basis. 

Q. But that does not come into effect until the age of 65?—A. That 1S 
right. 

Q. But is there nothing to take care of the widow?—A. There would be 
general relief, local relief which in some cases is partly financed by the state. 


By Hon. Mr. Fogo: 

Q. The situation of the widow might be different if she was an insured 
worker in her own right?—A. That is correct. If she has credits already in her 
own right, then she is entitled at the age of 65 to draw benefits, not as a widow 
but as an insured person. 


By Mr. Knowles: 
Q. But that would not help her out before the age of 65?—A. No. 


By Mr. Corry: 

Q. I am not quite clear on this. Take the case of the widow of a retired 
working man who had not reached the age of 65. Is she eligible to pick it up 
when she becomes 65?—A. Yes. But she is not at the moment of his death, 
however, eligible for the widow’s benefits unless she has a child who is eligible 
for the child’s benefit. 

Q. But when that widow becomes 65 she goes on_ benefit?—A. Yes, 
automatically, 


By Mr. Ferrie: 
Q. Can a husband automatically insure his wife unless he is a working man? 
If she is not working, can he insure her?—A. It is automatic if he is insured. 
If the working man is under the insurance program, and if he is married, then 
his wife is insured as a dependent of her husband; but she is not insured as an 
insured worker in her own right, unless she is actually working in insured employ- 
ment herself. 


By Hon. Mr. Farquhar: 
| Q. And she would be drawing the same rate as her husband?—A. No. If 
she is eligible as a dependent wife she is eligible for one-half of the husband’s 
benefit; and as a widow, for three-quarters of her husband’s benefit. And if 
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there is a child, whenever the child is ae it 1s sisiae for: one-halt of | the 
husband’s benefit, that is called the Pray benefit. if tg 


fe 


By Mr. Knowles: Mtes i 


Q. Take the case of a widow who is under 65 years ‘of age. Her husband 
who was on pension has died. On the first child she would draw then one- half 4 
for the child and three-quarters for herself?—A. That is right. 

Q. And when the child reaches the age of 18, if the widow is still under 65, 
then both benefits stop?—A. That is right. 

Q. And she would get nothing until she reached the age of 65 herseli?— — 
A. That is right. 4 

By Mr. Ferrie: ; f 

Q. But could he provide in this insurance for his wife to carry on in some — 
way?—-A. No. The only degree of benefit that he can provide for his wife — 
under the insurance program is the degree of benefit to which Mr. Knowles — 
made reference, in so far as a wife and widow under 65 years of age are con-— 
eerned. And the only degree of benefit he could provide for his wife or widow — 
after reaching the age of 65 is the wife’s benefit, which is one-half of his benefit — 
as long as he is alive, or the widow’s benefit which is three- -quarters of his 
benefit after his death. a 

Q. But nothing before then?—A. That is right. The whole question of 
eligibility for benefits in the case of a married woman before the age of 65 is 
dependent on the existence of an eligible child, unless she is a wage earner. But 
after the age of 65 the widow is entitled uy a benefit, regardless of whether or not 


she has a younger child. * 
‘ 
By Mr. Brooks: ee 


i 


(. Is there just provision for one cialepean No. There is provision for 4 
more than one child. But there is a provision which we will be coming to that 
the combined benefit under the circumstances cannot be more than twice the be 
primary benefit of the husband. ms 


By Mr. Knowles: "4 


Q. In other words, if a widow has three children, she would draw— i i 
Twice the primary benefit of the husband. Those details are set forth in a much | 
clearer form than I am able to give them on page 3. Perhaps the difficulty — 
I have had in explaining it reflects in itself some of the complexities of the- q 
scheme we are endeavouring to study. 

But before I go on I should Sal with another point which I think is very 
important for the members of the committee to get clear in their minds. The 
mere fact that you happen at a given moment in time to be contributing to the 
insurance program does not automatically mean that all these benefits will fon 
from that fact either upon your death or upon reaching 65. 

If you look at page 15 for a moment you will see a description of what is! 
called “insured status”. And we see that insured status is broken down into 
four categories.. 

A person acquires rights under the insurance program by building up what 
are called quarters of coverage. That means that a person has to have earned a 
within a three month period in employment covered under the Old Age Insur- 
ance law at least $50 in the total three months period. Therefore, if I work | 
from January to March in a given year in an insured employment and I earn 
$50 in that period, I pay now 14 per cent—formerly 1 per cent—on that $50, 
and I have established one- quarter of coverage under the program. eo 
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Eventually the goal each working man has to reach is forty quarters of 
coverage ; and once he gets to the goal of forty quarters of coverage, he is perma- 

-nently insured and nothing can put him out. And certain benefits flow from that, 

_although those benefits may of course be altered in amount by lapse of time and 

the ratio between the numbers of calendar quarters which have elapsed since 
Jan. 1, 1937 and the actual quarters of coverage. But you have certain benefits 
if you achieve the forty quarters of coverage. That is what I refer to as having 
a permanently insured status. 

The second category is what is called the “fully insured status”; and this 
fully insured status applies primarily to this interim or conditional period, and 
_also to the position of a younger working man coming on for the first time, who 
has just reached the age of 21. To be fully insured you have to have one-half 
the total quarters of coverage since the beginning of the Act, January 1, 1937, 
to January 1, 1950. That is a period of 13 years; and there would be fifty- two 
quarters of cov erage in that period. The working man who has been in insured 
employment for twenty-six or more of those quarters is fully insured, although 
he is not permanently insured since he has not yet achieved 40 quarters of 
insured employment. But a working man who has less than twenty-six is not 
fully insured. 

: Q. Except he be a young man?—A. Yes. Take the case of a young man 
who became 21 in 1946. He could have had a maximum, let us say, of only 
16 quarters if he had been steadily insured since then: he is fully insured if 
he has eight of those quarters in covered insurance employment. The range 
at the moment so far as eligibility for fully insured status is concerned. is 
actually between 6 as a minimum and 26 quarters of coverage. 

Now, if you are in the permanently insured status or in the fully insured 
status you are entitled under the age conditions we have just referred to in 
regard to widows, and the primary beneficiary himself—you are eligible for 
all the benefits which flow from the old age insurance law. If you are under 
fully insured status and you die, that means that your widow, when she reaches 
the age of 65, will be eligible for the widow’s benefit; it means that if she 
has a child dependent on her, then immediately upon your death she and the 

child are eligible for the current widow’s benefit and for the child’s benefit. 
_ All the eligibilities flow from the fully insured status as well as from the 
permanently insured status. 


By Hon. Mr. Fogo: 

Q. But there is no coverage below 21?—A. Contributions begin as soon as 
the individual enters insured employment, regardless of age. But the quarters 
of coverage calculation is made in respect to the quarters of coverage since that 
person reached 21. 


By Mr. Knowles: 
Q. If a working man has permanently insured status now, he cannot lose 
7it?—A. That is right. 
_ Q. Even if he is unemployed from now on?—A. That is right. 

Q. But a person might have fully insured status today and yet become 
unemployed, when he would lose that status?—A. That is right. A person 
may have 26 quarters of coverage right now, but if he becomes unemployed in 

the first quarter of this year, then he is out ‘because then he will have only 26 
quarters of coverage out of 53 possible since January 1, 1937. That is less 
than half. In other words he ps a somewhat tenuous hold on full rights to 
benefit under this program. 
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By the Chairman: 
Q. But that is only transitional, is it a ee It is transitional for some 
but it applies also to people who have a period or periods of broken employment. 
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By Mr. Knowles:  , 


Q. A person might today have 26 quarters and be fully insured at thi S$ 
moment? Yet if he became unemployed you say that he would be out?—A. That 
is right. 

0. Whereas somebody in the next category with less than 26 quarters 
would be in?—A. The third category is called “currently insured status”. This_ 
is the group which Mr. Knowles has just mentioned. This person may have 
had from 1937 on long periods of unemployment. He may have been a farmer 
or he may have been in one of the excluded occupations, and he may have 
only come into the wage earning field within the past four or five years; so 
obviously he won’t have one-half of the total quarters since 1937 in insured 
employment. But if he has been working fairly steadily within the last three 
or four years and can show that he has six or more quarters of coverage within 
the last 13 quarters, he falls into this currently insured status which gives him 
not a complete range of benefits, but does give him survivors’ benefits. He is” 
not himself as a retired workman entitled to benefits, but if he should die, then 
his widow, provided she has a dependent child is ‘eligible for these survivor 
benefits. 

Finally you have:the person who is paying into the insurance fund but! 
who does not qualify under any of these three preceding categories and therefore 
has failed to acquire any kind of insured status. I would draw attention to 
the table which is shown on page 16. That table shows the total group with 
some time in covered employment, to number 78 million as of January 1, 1949. 
The permanently insured, that is, those people who will always have some 
insurance protection number only 13 million to date; and the fully insured 
which represents the group who have 50 per cent or more of their quarters 
of coverage up to the present time but’ who could go off any time, eae 
25 million. 

The currently insured, that is, those who have six or more quarters of 
coverage within the last 13 quarters but who do not fall under the other two 
groups number 5 million; and the number of working men in this table who 
have insufficient quarters of coverage to qualify them for any benefits what- 
soever total 35 million. In that group would be cases such as farmers who, 
under seasonal employment, work a quarter of coverage and then return to the 
non insured occupations for the remainder of the year. a 

By Mr. MacInnis: a 

Q. How long a period would this cover, would it be-a ten or twelve year 
period?—A. This is the present total of living persons who have acquired 
quarters of coverage since 1937. 

Q. But since 1937 there has been high employment mostly?—A. Yes. 

@. But in a period of low employment, the number without insurance 
coverage would very likely be much more, or much greater?—A. A period of low 
employment would affect substantially the two middle groups, the fully and 
currently insured. 


By Mr. Laing: 


Q. Was the data for this table drawn from the rolls, and is it added to each 
year?—A. This is the complete record of persons in the files who are alive today 
and who have some contribution to their credit, This figure of 78 million for 
January 1, 1949, corresponds to the figure of 80-7 million which I used earlier 
this afternoon and which is of January 1, 1950. They are 80 million living 


persons who have certain wage credits shown in the live register of the Federal 
Old Age Insurance Fund. Z 
. 
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By Mr. Knowles: 
Q. This group which is called fully insured strikes me—despite the sound 


of the word—as being the group which has the most tenuous hold on any kind 


of security. Their hope is to get into the permanent group?—A. That is the 
goal of them all. 

Q. No matter how many quarters they have under 40, they have no guar- 
antee that there are any benefits for them at all?—A. The only group per- 
manently in is the first group of 13 million. The fully insured are the next most 
secure. 

@. They are on the way?—A. They are in a better position than the cur- 
rently insured, because they are entitled to the full range of benefits provided at 
the time they reach 65 or die they have managed to maintain a record of 50 per 
cent of all the quarters since 1937 in covered employment. Take a man who 


may have been 60 years of age at the time Old Age Insurance came into opera- 


tion in 1937; by the time he reached 65 in 1942 the lapse of time had not permit- 
ted him to build up 40 quarters of coverage in order to make him permanently 
insured. But if he had built up only 50 per cent of the total quarters of 
coverage between 1937 and his retirement in 1942 he could retire with a benefit 
at the age of 65, and his widow could get the benefit, just as if he had been 
permanently insured. | 

But the currently insured person in that position, let us say, a farmer coming 
in for his first employment from a non-covered occupation, he may be 62 years 
of age, and he works six quarters out of the 13. Then at the age of 65 he is not 
entitled, as long as he is alive, to any retirement benefit for himself at all, nor is » 


his wife entitled at 65 years of age. 


By Mr. Laing: 
Q. But reductions are made for him as well?—A. Oh, yes. For that three 


year period. If he dies, and his record shows that he has worked 6 of the last 
13 quarters in insured employment, his wife is entitled to survivors benefits. 


By Mr. MacInnis: 


Q. Do the contributions automatically stop at the age of 65?—A. The 
contributions go on if the individual remains in insured employment. But the 
quarters of coverage are only counted if the result is to increase the indivi- 
dual’s average wage and therefore benefit. In other words, if you had an 
individual who, after the age of 65, was working part time, or, due to poor 
health, had to take a job at a lower level, he would go on working, and those 
quarters of coverage would not count against him. 

Q. But what would be the case if that man were a single man?—A. The 
same thing applies. 

Q. No. The three year man?—A. The currently insured status has, of 
course, very limited value in terms of a single man because he has no wife ‘and 
no children. It is only in the event of his having a dependent parent that there 


might be eligibility for a survivor’s benefit on the part of the dependent parent. 


His estate might get a lump sum death benefit if there were no eligible beng 
ficiaries. 


By Hon. Mrs. Fallis: 

Q. I am not clear about the 80,000,000 figure. Does that include all the 
workers who are on industrial pensions?—A. No, Senator Fallis. That figure 
includes all people who, since 1937, have contributed anything to the old age 
Insurance fund. 

Q. To the government scheme?—A. No. 
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Q. It has nothing to do with industrial pensions?—A. It has nothing to do 
with industrial pensions at all. The only people who have been taken out of 
what [ call this live register are people who have died in the intervening years. 
The number of people who have made contributions in the intervening years 
is much larger than the 80,000,000 figure, but these are living contributors, — 
regardless of whether they made a contribution in 1937 only and none since. _ 
 Q. This does not preclude some people from having industrial pensions?—_ 
A Not at all. ? 
Q. That will be something separate though?—A. Yes. 


Mr. Suaw: Is there any significant reason for using the calendar year 
quarter? I can visualize difficult situations there. ’ 


The Witness: It has to be a continuous three months’ period. If it is one — 
month’s employment and two months’ unemployment, then that quarter counts _ 
as long as the person earned $50 in the first month. That is a fairly generous | 
formula. | 

By Mr. Brooks: ' _ a 

Q. I do not quite understand the point at page 16 where it says: “A worker 
is currently insured when he obtained six or more quarters of coverage out of 
the thirteen immediately preceding his death, including the quarter in which 
he died. Then, in the table it shows the approximate number of living persons _ 
who have worked under covered employment’’—I just do not see how they — 
would know how many were currently insured until they had died?—A. The 
assumption on which that figure was based is that in the quarter in which 
the calculation of the numbers currently insured is made it is assumed these 
5,000,000 workers all died right them. 4 

@. Statistically there would never be that many people died?—A. Oh, no. | 
But it simply is an assumption that you make for the purpose of this classifica- 
ape In other words, I am a workman very much alive at the present time— 

ope— q 

@. I would say so.—A. And if my insurance card shows I have worked in- 
the last three and a quarter years, and that I have made contributions in 
respect to six cf those quarters of coverage, then I am a currently insured 
person. , 


Mr. Knowtes: You have not got fu'ly insured status but you have got 
currently insured status. oe 

Mr. MacInnis: I wonder whether in the report you have any statistics 
as to administrative costs? A 


: q 

The WIrness: Yes, those are shown, Mr. MacInnis, in the table on page 
38. I will not read those figures into the record now because we will likely 
come to them later, but you will note that in 1949 the figure was $53,000,000. 


By Mr. Knowles: 


Q. May I ask one other question about a man with fully insured status. 
If such a worker was, shall I say lucky enough to make his claim while: he 
is fully insured, either by reaching the age of sixty-five or by dying—and 
that would rather qualify my use of the word “lucky” but the doctor knows 
what I mean—does he qualify for all the benefits that a permanently insured 
persen would qualify for?—A. Yes. a 
Q. The only difference would be in the amount?—A. That is right. 
Your question is really this, is it not: if a person reaches sixty-five years 
of age and at that moment he is fully insured but not permanently insured, 
is there really any difference in the end result? ig 
Q. That is right—A. The answer is no. a 
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‘ Q. Sintianly if a person at the age of ‘fifty-five is fully insured but not 

"permanently insured, and if he dies, leaving a wife with children, is there 
any difference in his case than in the case of a man who was permanently 
~ insured?—A. Not as far as survivors’ benefits are concerned—which are the 
only benefits applicable. 

I have dealt then with the various types of benefits and the quarters of 

coverage; and I have dealt with the various questions of status—currently 
insured and other; and I might just say one word about the question of the 
lump sum death benefit which has always intrigued me. 

@. You said that was the end of it?—A. Perhaps that is why it intrigued 
me— 

The provision is that if a person who is in currently insured, fully insured, 
or permanently insured status, dies and there are no other beneficiaries who are 
immediately entitled to go on a continuing benefit, then a lump sum may be paid 
for funeral and illness expenses equal to six times the primary benefit. That 
means, first of all, that in certain circumstances where there is no continuing 
payment made immediately, a funeral payment is made. If there is a situation 
where there is a continuing benefit paid immediately the funeral benefit is not 
paid. So, it is not automatically universal coverage of funeral expenses. 

That works out in some rather odd ways. You might, for example, have 
a man who is over sixty-five and drawing his benefit—having a wife who is 
let us say sixty-four years and eleven months old at the moment of his death. 
Now, instead of getting one month’s benefit while she is under sixty-five and 
then going on widow’s benefits, because the man died at a convenient time, she 
gets a lump sum death benefit equal to six times what she would have got in the 
other situation; and then, a month later, she goes on continuing widow’s benefits. 
So, there are some rather odd ways in which this works out—as one would expect 
‘in a complicated structure of this kind. © 

Q. If he had lived two months longer he would have drawn his benefits for 
two more months and then his widow, having gone on continuing benefits, would 
not have got this extra benefit?—A. That is right. 

There is another example I would like to give you of an extreme—and these 
are extreme situations. 

It is theoretically possible for an individual to draw full benefits under the 
‘insurance program on basis of as little as a $3 contribution. He could theoreti- 
cally be under full insurance after only six quarters of covered employment in 
each one of which he did not earn more than $50. Therefore, his total insurance 

payment would have been $3 and, if he died at the right time, and if he had 
the right assortment. of beneficiaries, they would go on continuing benefits. 

The opposite extreme is the case of a man who might over a period of years 

acquire thirty nine quarters of coverage so staggered that he is not eligible for 
either fully insured or currently insured status. He might have been earning 
at the maximum rate of $250 a month and his contribution could have amounted 
to as much as $292.50 without being eligible for any benefits under the program 
at all. 

I cite these cases not really to illustrate the program itself but to illustrate 

some of the extreme situations which can develop under a program of this kind. 

I would like to turn now to page 5 where you will find the basis upon which 

benefits are calculated. The primary insurance benefit, and that is the one 
which governs all other benefits, is based upon “the average monthly wage” 
earned by the worker since the commencement of the program on January 1, 
1937. The next sentence here is very important: “The average monthly wage is 
computed by dividing the total wages earned in covered employment and subject 
to the social security contribution, by the total number of months elapsing after 
1936, up to the calendar quarter in which the worker attained the age of sixty- 
five or died.” 
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That means that you take the record of the total earnings in covered employ- 
ment of the individual in the period from 1937 up to the present time. These 
earnings are the earnings as reflected on the old age insurance card in the index, | 
They are the earnings on which the 1 per cent has been contributed over the 
period. Excluded from those earnings are any earnings that he may have had — 
over $250 a month in that period because they are not considered as earnings 
subject to the old age insurance contribution. 
Hon. Mr. Foco: You count only earnings upon which he has made contri- — 
bution? Bs 
The Wirness: Yes, and you take those earnings into account not in relation — 
to the months when he earns them, not in relation to the quarters of coverage, 
but in relation to the total period since January 1937—regardless of whether he — 
was in or out of insurance. 
Mr. Knowtes: Even if he was unemployed? 
The Wirness: Yes. That means in effect that a person with broken periods — 
of employment has an average monthly wage which is much lower than the wage © 
rate at which he might have paid. . 


ae 


By Hon. Mr. Fogo: $ 
Q. You do not divide by the number of months he worked but rather by the — 
number of months in the period since 1987?—-A. That is right. Therefore you 
might have a person who earned good wages for a five-year period—the full 
$3,000—and before that perhaps had broken periods of employment or no employ- — 
ment. Taking the entire period since 1936 and not simply the period in which 
he was under insurance coverage, you can-see the depressing effect it would 
have on the basic calculation of the average monthly wage. Periods of unem- — 
ployment would tend to reduce the figure: periods of employment in excluded — 
occupations, no matter what the salary, would also tend to reduce the average — 
monthly wage. Periods in the depression years when the wage level was lower 
would tend to reduce the average monthly wage in relation to the current actual 
monthly rate that he might be earning. : a 
@. Would not that give a decided advantage to the man who was in 
permanent employment?—A. Yes, but it would be even more likely, I suggest 
Senator Fogo, to give an advantage to the man, recently turned 21, who has — 
come into employment recently when wages were higher and who has achieved ~ 
fully insured status but not permanently insured status. It is important to get — 
that basis for the calculation—the average monthly wage—before you turn to 
the formula for calculating the benefits. 
Mr. Knowies: A period of unemployment could have two effects. It — 
could deny a lot of these people the right to fully insured status and to those 
who have permanently insured status it could depress the ‘basis upon which the 
benefit could be computed? ns 
The Wirness: That is right, Mr. Knowles. It is equally true that the same 
result would occur in the case of an individual who spent his time not unem-— 
ployed but fully employed in an uncovered occupation. That might be, for 
instance, under the railroad retirement program, it might be government service, 
or it might be self-employment. Any period of employment that is excluded 
from the Act itself is ignored as far as calculation of the average wage is 
concerned, except in so far as it broadens the period over which the average 
is calculated. The lack of any real integration between for example the railroad 
retirement program and the government superannuation programs on the one 
hand, and the old age insurance program on the other, affects very drastically 
the status of anyone who might move from that kind of employment covered by 
other plans to covered employment which is meant when we are talking about 
the old age insurance program. 
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Me SuHaw: Where would benefits from sickness and accident insurance 


policies. fit into that picture? Or would they fit in at all? 


; 


~ The Wirness: No. 


Mr. Ferrie: Where would the individual come in who had been making 
contributions and then suddenly decided to go on his own? Could he draw any 


of that money out? 


The Wirness: No, sir. If he has obtained permanently insured status at 
the time he leaves, he ceased to contribute but does not cease to be permanently 


insured. When he reaches sixty-five when he can come back and say I want 


my old -age insurance benefits—but the amount has been in the meantime 
reduced by the fact that he has been outside the insurance program for a 


substantial number of years. 


By Mr. Knowles: 


@. If a man had thirty-nine quarters and then went on his own, he would 
retain fully insured status for another thirty-nine quarters?—A. It depends on 
the relationship— 

Q. If the first thirty-nine had been continuous?—A. Yes— 

@. In other words he could retain his right to draw benefits for up to 
about ten years afterwards when he would be out completely?—A. I would. 
just like to modify the “yes” and say that it depends not on the thirty-nine 
quarters he has established but rather on the relationship between the number 
of quarters under coverage—namely thirty-nine—and the total period since 
1937, and I think it would be substantially less than the ten years you mentioned. 

With 39 quarters of coverage he would continue to be fully insured until 
July 1, 1956—for that is 78 quarters after January 1, 1937, the commence- 
ment of the program. 


By Mr. Ferrie: 


Q. When you come to that, if his benefits are better in the other set-up— 
under the old age assistance program, than in the insurance set-up, has he the 
right to go back to the old age set-up?—A. If it turns out that the actual 
dollar value of the benefit. that the worker draws under the insurance scheme is 


not enough for him to live on, then he can go to the state old age assistance 


authority and apply for a supplemental means test pension. In that event, not 
only his insurance benefits but his other resources, such as savings and personal 
or real property, are taken into account before it is determined that he is eligible 
for any supplemental benefit. So, he is not excluded from applying but the 
question of whether he get additional assistance depends on the state means test, 
his income from all sources, and the amount of his assets from all sources. 

QQ. What I was trying to get at is if he takes one he is not excluded from 
the other?—A. No, and in fact there are about two hundred thousand individuals 
as of a recent date out of the nineteen hundred thousand. 


By Mr. Knowles: 


Q. Out of how many did you say?—A. Out of the nineteen hundred 
thousand persons 65 years of age and over with insurance benefits who have to 
have their inadequate insurance pensions supplemented by a means test pension. 
About 10 per cent, in other words, of the insured group drawing their benefits as 
a matter of right ‘find them. inadequate and apply to the state authorities and 
‘receive supplementary means test additional assistance. 

Q. It was pointed out to us in the case of New Zealand that if a person on 
superannuation benefit applies for the means test pension and gets it, he then 
comes off the first roll and goes on to the second. What w ould: happen in the 


4 
a 
wD 
*4 


378 | | JOINT COMMITTEE | a Oe ve ia Se ak 


United States?—A. He is bento on both atts You will ‘ponember that there was 
a duplication of two hundred thousand in the two figures which I gave yesterday 
show! ing the case loads of the two systems. | | . 

~ By Hon. Mr. Fogo: a 


_ Q. If a man is on Workman’s Compensation, ane tt he lose that as covered — 
employment?—A. I do not recall it, but I am fairly certain that the period spenva 
on compensation would not be regarded as covered employment. 

Might I come to the calculation of benefit now, having explained as best 1 
can the average monthly wage on which the benefit is calculated? 4 

In calculating the primary benefit of the working man you take 40 per cent 
of the first $50 of the average monthly wage and you add to it 10 per cent of © 
the remainder of the average monthly wage, not exceeding $250 which is the limit — 
on which he pays contribution; and you add to the amount arrived at, 1 per cent 
of the amount for each calendar year since 1936 in which the insured person — 
earned $200 or more in covered employment. I cannot say it much better than — 
that. 
Mr. Croxtu: You had better, if you want us to understand it. 


By Mr. Shaw: 
Q. That is 1 per cent of the former calculation?—A. That is right. 


By Mr. Knowles: 


Q. Does Einstein draw this pension? | 
Mr. Crouu: He does if he can figure it out. 1 a 


The Witness: I shall assume ‘for the moment we have made a calculation 4 
of the average monthly wage on the basis described here. Let us suppose that — 
that average monthly wage is shown to be $225. You take 40 per cent of the — 
first $50. That means that you take $20. Then you take 10 per cent of the — 
next $175; and that is $17.50. And let us suppose the individual has been in — 
insured employment since the outset, January 1, 1937, that is for 13 years. — 
Therefore you add 13 per cent of $37. 50 and your benefit will come to around 4 
$42 to $43, your primary benefit. iy 

And you could add to that, if the man has a wife over 65 years of age, one- 
half of the amount you have arrived at, for his wife; and if the man has a child — 
in addition to his wife, you may add aouner half of the primary benefit ‘7 
the child. 

But if there is a second child, you add nothing, because you then run up. 4g 
against the limitation in the law ‘that the total benefit cannot be more than — 
twice the primary benefit of the man himself. The exact amount ow primary 
benefit is $42.37 according to my colleague, Mr. Allen. 


~~. we 


By Mr. Brown: 
Q. How is it figured? Is it 13 times 12? That would give you the number ; 
of months? 


The Wrrness: You take 13 per cent of the $37.50, or $4.87, and that brings 
you to a total of $42.37. 


By Hon. Mr. Fogo: 


Q. 1 per cent of what?—A. 1 per cent of the calculation you arrived at in 
the first two stages of the calculation. 


Q. I see—A. And if the result of that three-stage calculation is less thang 
$10, the minimum monthly primary benefit is set at $10. The maximum in at nye 
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4 case is set on the following basis: It is either $85 or 80 per cent of the average 
a monthly wage, or twice the amount of the working man’s pe Ey benefit. which- 
ever is the least. 
Those are the three alternatives you must apply in each case in order to 
- determine whether or not an individual in a normal situation has acquired a 
higher benefit than he is entitled to under the law. 


By Mr. Ferrie: 


Q. I can now see why they have said that a Philadelphia lawyer figured 
this one out—A. I would like to draw attention to the examples given on 
page 19, but they do not mean very much unless you go through the actual 

process of trying to see how the calculation itself was made. 


= 


By Mr. Brown: 


Q. Do they allow lawyers to practice before this Board?—A. I think there 
is a premium on mathematicians down there. 


By Mr. Knowles: 


! @. No doubt this is a simplified form like our income tax forms in 
Canada’?—A. I would point out the table at page 19. That table is in terms 
of primary benefits and you add to it the appropriate amount of supplementary 
benefits for the wife over 65 years of age and for the dependent child under 
18 years of age and so on. 

Q. I realize this was just an arbitrary case which was taken to show how 
it worked out; but the figure is considerably higher, is it not, than the average 

- being drawn at the present time?—A. That is correct; the average primary 

benefit as of December 1949 was $26. 


By Mr. Croll: 


Q. The primary benefit, that is right, but the average family benefit is 
$39?—A. No. The average man and wife benefit is $39, where both are over 
65 years of age. 

: Q. Yes.—A. But you may have a man over 65 years of age with a wife 
- who is under 65 years of age and he would get $26 on the average until his wife 
reached the age of 65. 


By Mr. Knowles: 


Q. That $39 is just an average for those who are actually drawing both 
the primary benefit and the wife’s benefit?—A. That is right and I think I 

am correct in recalling that so far as the average benefit right across the board 
is concerned, it is somewhat less than $26, and somewhere in the neighbourhood 

mol $20 to $91. 

| Q. And that would take into consideration the widow’s benefit and the 
child’s benefit which are less than the primary benefit?—A. That is right. It 

' takes into consideration everything except the lump sum death benefit which can- 

not be taken into the average at all. 


By Mr. Shaw: 


Q. When one considers all the complications and the amounts paid he is 

faced with the logical question: Is it all worth it?—A. I would also point out 

one other feature of this program which I think is related to the question 

raised by Mr. Knowles in connection with a similar feature in our Unemploy- 
ment Insurance legislation. 
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It is referred to at the bottom of page 5. A retired working man drawing 
a benefit has certain limitations placed upon his right to re-enter covered © 
employment. If he earns more than $15 in any one month in covered employ-_ 
ment, he goes off benefit for that month, and the disqualification for that month 
applies not only to his primary benefit but to any other benefit; it may be | 
applied as of that month to his wife cver 65 years of age or to a dependent — 
child. But that restriction does not apply to uncovered employment. So a 
working man under a benefit can go into employment which is excluded from 
the insurance program and earn as much as he likes in a month without 
affecting his benefit at all. 4 


By Mr. MacInnis: 
Q. Not earn as much as he likes, but earn as much as he can——A. I stand 
corrected. Perhaps I should complete this section before we conclude for the 
day. I would point out the significance of the statement on page 6 that this 
Old Age Insurance fund from which benefits of the kind we have been dis-_ 
cussing are paid is made up exclusively of contributions from the insured work- | 
ing men themselves and from their employers, and that no direct government — 
contribution is made. % 
I would like to make two supplementary comments on that. It may be — 
recalled that the minister in his speech on March 10 in the House made a 
statement that the administration costs of the fund were paid by the federal 
government out of its general revenues. He made that statement on the basis — 
of information which I supplied to him and I want now to apologize for the © 
fact that I supplied him with incorrect information. a 
All the administration expenses of the fund as well as the benefits are — 
paid from the fund, which is made up exclusively of the workers’ and the ~ 
employers’ contributions. | ‘ 4 
The United States government it is true pays interest on the fund because — 
the fund is used by the United States government on a loan basis; contribu- — 
tions in terms of interest on the basis that loan are paid into the fund. But 
nothing more. af 


By Mr. Ashbourne: ats 7 


Q. May I ask what the rate of interest is?—A. That is shown later on in the 
document before you on page 36. Special certificates of indebtedness run around — 
25 per cent to 24 per cent; and that is a rate which is based on the average rate — 
of interest on government bonds. 

By Mr. Ferrie: 

Q. Do they buy government bonds with the fund, or do they use the funds — 
in the general treasury?—A. Well, the treasury borrows from the fund. It puts — 
treasury notes or bonds in the fund and it uses the actual moneys for its general — 
purposes to the extent that it finds it necessary to do so. And while there is no | 
direct governmental contribution and there has not been any from the inception 
of the fund to the present day, there is an appropriate clause in the Act as it was 
amended in the 1940’s which takes account, Senator Fogo, of the fact that the fund — 
was shifted from a full actuarial reserve to a partial actuarial reserve basis. At 
the time that was done the question arose as to who would be responsible for any 
deficit, if ultimately, many years from now, the fund should go into the red as a 
result of this shift. At that time a clause was put into the Act by which the 
government undertook to make an appropriation when and if it should ever be 
necessary to finance required payments and benefits under the Old Age Insurance — 
Fund. So that means there is at the present time a statutory commitment in the 
Act with respect to any ultimate deficit which may result from the change in the - 
basis of the actuarial reserve calculation. | a 
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But I would point out that under HR 6,000, the new bill drafted by the 

House of Representatives, which bill is now under consideration by the Senate, 

that particular clause is removed from the bill. 
By Hon. Mr. Fogo: 

_ Q. On the other hand I suppose it is unthinkable that any government, hay- 

ing such a scheme, if that fund got into a precarious position, could refuse to 

underwrite it. I may be looking far ahead, but the nature of legislation such as 


this, funded by contributions by employers and employees under governmental 


sponsorship, is such that I could not envisage any government allowing payments 


to be dropped or reduced very substantially while that government would not 


possibly underwite it—A. Acturial calculations are followed I think sufficiently 
closely to make it possible for Congress, if it foresees a deficit, to increase the 


contributions and deal with the situation in that way if it so decides rather than 


make up the deficit from general revenues. 


By the Chairman: 


Q. Is there presently an actuarial deficit?—-A. Yes. The present actuarial 
deficit is $7 billion, while the actual reserves amount to $114 billion. With an 
effort of this magnitude, I would point out that figures lke that are relatively 
small in terms of ultimate actuarial projections of this fund into the long term 
future. They are trying to forecast fifty years ahead. I think the statement 
of Mr. Linton of the Provident Mutual Life Insurance Company to which I 
referred the other day draws attention to the fact that there are two actuarial 
calculations on which this new program contained in H.R. 6,000 is being 
worked out. One is on an optimistic basis. The other is on a pessimistic 
basis. The ultimate outcome is of course uncertain, depending on which 
of these is right. Under the optimistic estimate the fund may have $175 billions 
in its reserves in the year 2000; but under the pessimistic estimate, if it is 
correct, the fund will be in the red by the year 1992. Within that range 
you can place whatever reliance you like on the actuarial estimates. 


By Mr. Shaw: | | 
Q. But as of today, the fiscal year ending June 30, 1949, do they retain 


sufficient cash to meet current disbursements? Is that their operating policy 


year by year? Or do they invest their cash receipts normally in government 


_bonds?—A. There is simply enough cash to pay the benefits for two or three 


months at a time. 

Q. I think there is a very important principle involved here. Do they retain 
sufficient cash to meet all current liabilities? If they do that, that is one thing 
but if they invest all their cash in government securities and if the government 


uses the money for current activities, and then redeems the certificates or bonds, 


that is another thing.—A. It is likely, Mr. Shaw, that they keep on hand enough 
cash to meet their total current liabilities. , 

Q. Current?—A. All they do is to keep on hand enough money to meet 
actual payments for a very short period of time, let us say, two or three months. 
Q. You say that you think they keep sufficient cash on hand to meet their 
habilities for two or three months. But are they in a position at the end of those 


_two or three months that they have sufficient cash on hand to meet the liabilities 


out of money which is coming in?—A. I think the reserve fund is being built up 
all the time and they are getting much more each month in the way of contri- 


butions than they require for the purpose of paying out benefits. 


That is shown by the table at the back of this document which shows that 


the contributions in the year ended June 30, 1949 amounted to $1,694,000,000, 


and that the benefit payments amounted to $607,000,000. 
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Q. I was not & queetionttie that. What I was anxious to tes was: do they. 
retain out of the premiums—if we may call them that—which are paid sufficient 
cash in their fund to meet their liabilities, or are they buying government bonds — 
constantly, and as those bonds are retired by the government, meeting het / 

obligations?—A. I am afraid we are not getting together on that. | 


Mr. Know.es: Perhaps we had better get that Philadelphia lawyer bac | 
again. 
The Te ee iA long as there is an excess of money coming in, in the — 
way of contributions what is happening is that instead of converting every dollar — 
that comes in into government bonds, and then having to reconvert those bonds — 
into cash for the purpose of paying that month’s payroll—as the money comes | 
in the administration estimates how much money will be needed for that particular | 
month and the next month or two. It keeps that money on hand as a readily ~ 
availiable cash reserve, and it puts the rest of it into governments bonds—-either — 
a short or longer term investment. 4 


Mr. Suaw: Perhaps I could take that up with you privately, Dr. Davidsong 
I would like to get it clearer because I think there is a vital principle involved. 


The CuHarrMan: We shall go on with the question of coverage tomorrow. 
I would now ask the members to stay for a short meeting in camera. 


The committee ‘adjourned. 
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MINUTES OF PROCEEDINGS 


Tuurspay, May 4, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 11.00 a.m. Honourable Senator J. H. King and Mr. Jean 
Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Also present: 


3 The Senate:- Honourable Senators Burke, Doone, Fallis, Farquhar, Ferland, 
Fogo, Hurtubise. 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, 
Blair, Brooks, Brown (Hssex West), Cannon, Corry, Croll, Ferrie, Fleming, 
Knowles, Laing, MacInnis, Macnaughton, Picard, Pinard, Robertson, Shaw, 
Smith (Queens-Shelburne), Weaver. 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare. 


Dr. Davidson was recalled and further examined on the United States Old 
Age Income Security Program. He was assisted by Messrs. John Sparks and 
C. D. Allen, Research Assistants, and J. W. MacFarlane, Director of Old Age 
Pensions, Department of National Health and Welfare. 


| In the course of proceedings, Hon. Senator King presided for a while in 
the absence of Mr. Lesage. 


At 1.00 p.m. the Committee adjourned until Friday, May 5, at 11.00 a.m. 


R. ARSENAULT, 
Clerk of the Committee. 


P 383 
— 61617—14 . 
&. . 


i 
« 
% 


na 


fed Mew, 


ok 


~ MINUTES OF EVIDENCE 


; 
| House or Commons, May 4, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security met this day at 11.00 a.m. Hon. Senator J. H. King and 
Mr. J. Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 

‘ 


The CHarrMANn: Ladies and gentlemen, we have a quorum. 


t 


Dr. G. F. Davidson, Deputy Minister of Welfare, recalled: 


The Witness: Before going to the section beginning at page 8 and dealing 
with coverage, I think it would perhaps be wise to pause for just a moment on 
‘the quotation which is set forth on pages 6 and 7 of the document. That quotation 
tTeflects, despite the difficulties and problems that I highlighted in the last session, 
the conviction of the House of Representatives Ways and Means Committee that 
the social insurance approach to the problem of old age security is the sound 
approach, and the one which is in accordance with the American tradition. 

Because it does re-affirm the conviction of the House of Representatives 
committee and states at least the theoretical justification for contributory old 
age insurance, I think it might be well to take a look at the words. 


...A contributory system of social insurance in which workers share 
directly in meeting the cost of the protection afforded is the most satis- 
factory way of preventing dependency. A contributory system, in which 
both contributions and benefits are directly related to the individual’s own 
productive efforts, prevents insecurity while preserving self-reliance and 
initiative. 

May I pause there to point out the distinction between the two sentences. 
The first sentence could apply either to a system of contributory old age insurance 
‘in the American sense or it could apply to a contributory system of old age 
security financed on some other basis. It is in the second sentence that the meat 
of the American program is to be found. It re-affirms the principle that if the 
contributory system is adopted contributions and benefits should be directly 
elated to each other and to the individual’s own productive efforts. That poses 
this principle of the direct relationship between the individual’s contribution and 
the amount of the individual benefit that is received at retirement. | 
I shall go on to the rest of it: 

Under social insurance, benefits are computed individually in each 
case, on the basis of earnings, in covered emloyment. Because benefits 
are related to average earnings, and hence reflect the standard of living 
which an individual has achieved, ambition and effort are rewarded; since 
they are also related to length of service in covered work, individual 
productivity is encouraged and the Nation’s total production is increased. 

my Because benefits under the insurance system are paid as a matter 

i of right following cessation of substantial covered employment, the worker’s 
dignity and independence are preserved. 

I think you will see, Mr. Chairman and members of the committee, that 


statement, as of the year 1949, re-affirms the faith of the House ways and means 
‘committee in the essential soundness of the contributory social insurance approach 
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to the problem of old age security. I think it is interesting to point out as an 
observation, that this emphasis on the insurance approach is in effect making a 
distinction between social insurance and social security. I think it is clear that. 
the benefits paid out as a matter of right in these transitional years under 
insurance are inadequate to meet living needs in the case of a large number of 
beneficiaries. That fact underscores the difference between social insurance as — 
such and what has come more recently to be known as old age security. The 
difference is that in the old age insurance approach you relate the benefits of the - 
individual case directly to the individual’s past record of contribution and 
if the result of that in the way of a benefit turns out to be an inadequate 
amount it is still old age insurance although it may not be old age security. — 
Under the old age security approach, as distinct from insurance, the benefit is — 
something which meets a minimum degree at least, of social adequacy. , Some 
countries have thought it desirable to abandon certain more rigid and more 
orthodox insurance principles in order to get a greater degree of social security 
in the earlier stages in the development of the program. q 
Mr. Know ss: I note that the name of this committee is the Joint Committee — 
on Old Age Security? 


By Mr. Fleming: “i 
Q. I suppose that is not official anyway. May I ask the Doctor a question ~ 
on the extent to which the report of the Committee on Ways and Means 
represented a unanimous or only partial expression of opinion in the committee; — 
and what was the fate of the report?—A. Well, Mr. Fleming, the report of — 
the House Ways and Means Committee resulted in the drafting of a House 
bill—H.R. 6000, which was passed by an overwhelming majority of the House © 
of Representatives at the last session. I have forgotten the size of the vote 
but, as I recall it, it was several hundred in favour and 12 or 14 opposed. The ~ 
report of the House Ways and Means Committee itself is not a unanimous report. — 
There 1s appended to the report a minority report signed by ten members of — 
the committee, but I am not certain of the total membership of the committee. — 
Q. It must be pretty large—aA. In addition to the main minority report — 
there is a memorandum expressing additional minority views and which is 
signed by representative Carl T. Curtis, one of the members who signed the — 
main minority report. Two other members of the committee who endorsed — 
the main minority report also endorsed representative Curtis’ report. — | 
Q. Are you in a position to say in just a word what the bases of the minority 
reports were, and in what way they differed from the expressed opinion on the 
part of the majority?—A. I think, in essence, the point of view of representative 
Curtis and the two people who signed his report—as distinct from the main — 
minority report—was that they should abandon the narrow social insurance — 
approach and go over to a scheme which would provide in effect a flat uniform 
basic pension on a social security basis, financed by a special form of taxation. 
I hope I am not being unfair in saying that I think the approach of 
representative Curtis comes very close in principle to being the approach that 
was outlined in the proposals of 1945. : 
Mr. Crouu: What did the 12 other representatives have in mind? 


The Wirnzss: I would have to check that Mr. Croll, to be sure, but, subject 
to correction, I believe the main minority report was a memorandum of dissent 
within the framework of old age insurance principles; that it was not as radical 
a departure as representative Curtis’ memorandum from the basic approach 
which is today contained in the old age insurance law of the United States. 
There were differences in point of view as to whether or not the maximum for 
purposes of old age insurance contributions should be raised from $3,000 to 
$4,800 and whether the disability insurance provision should be retained in 
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the law as is proposed in the new Bill, H.R. 6000. There were certain other 
P oints of disagreement on that account. As I recall it there was not a major 
disagreement so far as the main minority report was concerned, on the funda- 
mental points of principle—namely the orthodox insurance approach. 

Continuing with Mr. Fleming’s question: Congress rose last fall before 
the Senate could get to consider H.R. 6000. H.R. 6000 was brought before 
the Senate in the early part of 1950 and the Senate Committee on Finances 
_ has since January been holding public hearings on the House of Representatives 
Bill, H.R. 6000. Those hearings commenced on January 17 and the first two 
_ volumes end on February 13 of this year. There is a third volume of evidence 
which we have not yet obtained but I understand the Senate Committee on 
_ Finance has finished its public hearings and is now holding sessions in camera 
with a view to coming up with an alternative bill that will then make it necessary 
# for the Senate and House Committees to get together, in accordance with their 
_ constitutional practice in the United States, to iron out the differences between 
_ the Senate and the House of Representatives bills. Once that is done it will be 
7 reintroduced into both houses and from there on it will, presumably, be reasonably 
. of passing. 
FS 


By Mr. Fleming: 


Q. Apart from H.R. 6000 was there any formal adoption of the House 
of Representatives of this majority report?—-A. H.R. 6000 was the bill that 
was drafted and passed. 
& Q. Yes, but between the introduction of the bill and the tabling of the 
| _ report of the Ways and Means Committee was there any intermediary step? 
Was that report adopted i in the House; or is that the practice there?—A. I am 
not strictly familiar with that point, Mr. Fleming, but I say again that H. R. 
6000 reflects exactly the report of the House Ways and Means Committee. 
I do not know whether they adopted the committee report. I do know they 
"passed the bill which is a legal reflection of the committee majority report. 
Q. The matter is probably not of great importance if the bill is a complete 
reflection of the point of view of the majority report? 


i Mr. Knowtss: After all reports are tabled 1 in our House but they frequently 
4 


stay on the table. 


The Witness: There was no change in HR 6000 between the time it was 
~ drafted by the Ways and Means Committee and passed by the House. 
Mr. MacInnis: Would it not be fair to say despite the praise the House of 
Representatives Ways and Means Committee has given to the insurance form 
of Old Age Benefit that they realize it is not sufficient to meet the needs of old 
age security; and in order to meet those needs they have the old age assistance 
legislation? And that it is only partial coverage for people in certain categories, 
who have employment in certain industries; and that outside of those industries 
& there is a large section of the population which must be covered in some other 
b way? And that the old age survivors insurance would not by itself take care of 
old age needs in the Unitéd States? 


The CHatrMAN: That is right. 


= The Witness: I think everything you say, Mr. MacInnis, is a correct 
_Teflection of the apparent attitude of the House Ways and Means Committee; 
and I would, myself, go farther than that and say that the amendements which 

hey themselves have proposed in HR 6000 as it now stands are again a reflection 
of fact that they feel the very urgent need of making some pretty farreaching 

changes in the basis of the present old age insurance law, in order to make it 
"possible for a large number of United States citizens to be brought under 
insurance, and in order to make it possible for more socially adequate benefits 
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to be paid at the earliest possible date; and in order to diminish the load on the | 
public treasury of the old age assistance program. I think it is quite clear that | 
every step they are taking is a step in the direction of greater universality and 
in the direction of a more basic initial benefit. ity q 

For example, HR 6000, the House of Representatives bill, proposes to 
increase the coverage from 35 million as at present out of the 60 million of the 
total labour force to 46 million out of the 60 million which represent the total 
labour force. The social security administration, whose views did not prevail on 
this point, proposed to attempt almost an even closer approach to 100 per cen 
coverage under the insurance program. That shows that they are doing — 
everything they possibly can within the limits of what they consider to be 
administratively feasible to bring the largest possible percentage of the working 
force under the insurance program. a 

In addition to that—and I think most significantly, Mr. Chairman—they 
have recommended that the minimum primary benefit which is presently $10, 
be immediately increased to $25. So there again you are getting more and more 
of an approach to a minimum socially adequate benefit at the outset; and you 
are getting more and more of a departure from the principle that the benefit 
paid should be directly related to the amount which the individual himself made 
in earning years in the way of a contribution. : 

I think both of these points indicate the way in which the House of 
Representatives Ways and Means Committee is trying to modify these old age 
insurance mechanisms so they will approach universality and approach the 
position where they will be able to pay a basic initial benefit which is considerably 
closer to adequacy than those they have at the present time. 


int 
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By Mr. Knowles: } 


Q. Could it be pointed out in addition to the raising of the minimum, and 
the movement in the direction of universality, that the fact that the old age 
assistance pension is granted on a means test basis moves in the direction of 
almost a flat benefit? Within a state is there not pretty much a tendency between 
the two systems for those who come on old age pension to pick up more or less 
a flat benefit?—A. I do not think I follow you on that, Mr. Knowles. I think 
there 1s a very great difference for example in the level of benefits paid under 
the insurance program and under the assistance program at the present time. 

Q@. My point is that people who qualify for O.A.S.I. and then find that it is 
not sufficient apply for a supplement to it under old age assistance; so that in 
the end, despite their profession of faith in the insurance principle, they find 
that their budgetary concept of pensions free of the needs test results in their 
tending to pay people out of the two systems an amount which approaches 
uniformity.—A. I am afraid I cannot agree with that. First of all, the number 
of individuals who get a supplementary benefit under old age assistance is only 
10 per cent of the persons presenty drawing benefits under O.A.S.1.; and of the 
latest figure of 1,900,000 of those who are 65 years of age and over who are 
drawing some form of insurance benefit at the present time, only 200,000 of them 
get supplementary payment under the means test old age assistance program. 
Therefore the numbers are, I think, too small a proportion of the whole to make 
your conclusion a possible one. . 

And secondly, I would point out. as I said the other day that unlike our 
means test, the United States old age assistance program is based on a needs 
test, and that implies much more in the way of variability in individual cases 
than does our approach. | 

It is not the case in the United States as it is in Canada that they build 
everyone's income in fact up to at least $480 a year. They take each individua "g 
income and supplement it, in principle, only by the amount which is necessary to 
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a Pee th that individual with a minimum adequate living budget. My conclusion, 
— for what it is worth, Mr. Knowles, would be that the Old Age Assistance Pro- 
- gram combined with O.AS.1. does not contribute significantly to a _ basic 
_ uniform pension right across the board. 

I have mentioned for example the tremendous variability in pension 
payments as between the various states. I think however one factor which would 
tend towards the concept of a basic uniform pension is the recommendation of 
the House of Representatives Ways and Means Committee that the minimum 
basic benefit is to be put at a level of $25 a month. 


 . By Mr. Croll: 


Q. Now that you have opened the subject, you might care to look this 
_ material over for a moment and tell us what.they propose to do.—A. I would 
prefer, Mr. Chairman and Mr. Croll, if I may, to complete my remarks. I 
promise to be as brief as I can ‘on this document, and then to spend the last half 
hour of this session on what the proposals for change consist of. Would that be 
> possible? 

The CHAIRMAN: Agreed. 


y . | By Mr. Fleming: — 

* Q. Are any copies of HR 6000 available?—A. There is just the one copy 
> which we have. 

im Q. It is too lengthy a document to be mimeographed?—-A. The amendments 


contained in HR 6000, in so far as they relate to old age insurance but not to 
the rest of the social security program at all, on page 7 of the document 
-__which I have before me and they end on page 170. I would pom out in fairness 
that it is double spaced in large type. 

; Mr. Knowtes: Do not show that to any minister of this government. 

ee The Witness: I would point out that the definition of unemployment 
extends for 11 pages. So you will see some foundation thereby for the complexity — 
of the provisions of the legislation. The prize example of all is perhaps the 
section which purports to define the so-called continuation factor, which I can 
not begin to understand and would not even attempt to explain. 

The CHatrMAN: Is Mr. Benidickson present? 
ba The Wrirness: I mention that to indicate some of the complexities which 
arise when you try to project an orthodox contributory imsurance plan into 
legislative form which will be valid on a sound actuarial basis for the next 
- 60 years or more. 


7 By Mr. Knowles: 
i Q. Before we leave this statement which Dr. Davidson has read on pages 
6 and 7 of the brief, I would like to call attention to the paragraph at the top 
of page 7 which states: 

Knowing that any assets and resources he may accumulate will not 
disqualify him and his dependents for benefits, the w ‘orker is encouraged to 
make private savings in order to supplement his social insurance benefits. 


: When we were discussing New Zealand did I not comment upon or ask to 
| get information as to what the effect in New Zealand had been in this field?— 
A. I do not recall any request for specific information on this matter? 

Q. Then I won’t ask you to do the research. But may I ask if you have 
any general information on it? It seems to me that the point that these people 
tried to make does not apply to the American system anymore than it applies 

to the New Zealand system. The accounts I have seen would appear to indicate 
that down there where they have a social security plan rather than a social 
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insurance set-up it results in people doing exactly this same thing; once they 
discover that they have a certain amount which they will get as of right, they — 
are thereby encouraged to try to build up their resources?—-A. My interpretation _ 
of this paragraph is this: It simply says in so many words that in an insurance 
program where there is no means testing, and the resources are not taken into 
account, therefore to that extent there is no penalty on a person who. has put 
aside assets and resources for his later years. That 1s undoubtedly true of old 
age insurance in the United States; that is undoubtedly true of the universal 
superannuation in New Zealand. But it is undoubtedly untrue of old age 
assistance in the United States and it is undoubtedly untrue of the old age 
benefit in New Zealand. 

Q. In other words, the important factor is whether or not there is a means 
test, and not the basis of the contribution?—A. That is right: And if I might 
interject on that point, going back for one moment to the Canadian Old Age 
Pension Act as it is at the present time, I think the members might find it inter- 
esting to think about this point I am going to make now. That is that the 
Canadian means test provisions are not, I think you will find, as onerous 
on applicants in terms of their thrift and their savings and their assets as 
sometimes they might appear to be. They are, however, much more onerous, 
as I see the picture, in terms of continuing income that the pensioner may 
receive from seventy on, in terms of a small part-time job or continuing super- 
annuation payments from other sources, or something of that sort. I think 
there is an interesting distinction to be made as to the way in which the Cana- 
dian means test provisions work out as between the assets which the individual 
has, where he is not penalized so heavily, and income of a continuing nature 
which he receives and where he is subject to rather more narrow limitations. I 
am simply making that point without endeavouring to. explain it in further 
detail, but I think perhaps if you work out some of the examples that we dis- 
cussed at earlier sessions you will see the point that I make. — . 

I would point out, Mr. Chairman, one other thing before going on to page 
8, and that is with respect to paragraph 2 of page 7, where they point out that — 
social insurance may have a deflationary effect on the economy. I think it will 
be clear to members that a social insurance program of the kind they have © 
in the United States, which in the initial year draws off much larger sums of 
money than it pays out, has a deflationary effect on the economy; and that 
means that in terms of boom years it may have a very beneficial effect on the 
economy by drawing off excess purchasing power and paying out smaller 


amounts—just as we were fortunate in the setting up of our unemployment — 
insurance program and building up a large reserve at a time when because of — 


economic conditions during the war years—it was desirable to drain off certain — 
excess purchasing power. That perhaps had a wholesome effect in terms of 
our war time economy; and the same was true, during the war years of OASI 
in its over-all effect on the U.S. economy. The situation might, however, not 
be quite so beneficial, from the point of view of the economy, of this kind of 
contributory insurance program, based as it is on the assumption that you 
build up large reserves, if you are unlucky enough to start it at a time when 
you are getting into a period when the national productivity is declining. This 


would have an opposite effect on the economy of the country. And so, perhaps, — 


the drawing off of these large reserves might have a deflationary effect on the — 
economy at a time when it was not desirable. 


Mr. Fiemine: That would not be what you would term a managed economy? a 


The Wirness: No, far from it. I was just speaking about the stabilizing 
effect that was mentioned here which has to be taken into account along with the 
points that I have mentioned; that this drawing off of reserves in the early years — 
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can have a good or a bad effect on your economy depending on the relative 
_ period of prosperity in which you initiate the scheme. And, therefore, to that 
extent, Mr. Fleming, I think the argument might follow that this actuarial 
social insurance program could be a beneficial thing in economic terms or could 
be somewhat less beneficial, depending on the period when it is inaugurated. 

Mr. MacInnis: Considered in social terms, savings can be a good thing 
at one time and they might not be so good at another time, if the capital cannot 
be expended on consumer goods. 

Mr. FLteminc: That is the same as saying that there are times when savings 
might not be a good thing. 

Mr. MacInnis: It would amount to that. 

The Witness: May we turn, Mr. Chairman, to the next section on coverage? 
Now, in connection with that I would draw your attention to the graphic 
presentation of the material on page 8 as shown in the chart which is at 
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the top of page 12. It shows that for the calendar year 1948 some 35:3 million 
| individuals were under coverage in the insurance program in that year; 
69-5 per cent of the total working force; and it shows in the other section of 
% the chart the main groups who were excluded. ; 
% Mr. Fiemine: You spoke of the total labour force, don’t you mean the 
by employed labour force? 

zs The Witness: The employed labour force. You are right. 

¥ Mr. Fiemina: Is there a difference between the total labour force and the 
employed labour force? 

¥ The Witness: Yes. 

+ ; Mr. Fiemine: Does that include the unemployed members, the total labour 
force? 

w: The Witness: There is a distinction between the total labour force and the 
employed labour force. 

3 | Mr. FLEMING: Yes. 

Bo The Wirness: That distinction in fact, Mr. Fleming, is shown on page 8 
% where it says, “the total civilian labour force in the calendar year 1948 has 
been estimated at 61:4 million persons and 59-4 million were employed in the 
average work week.” 


% 
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Mr. Fuemine: You used the expression as applied to this chart I, that 
it indicated the total labour force; it really indicates the employed labour 
force only. 

The Wirness: That is correct. 

Mr. Ferrin: I was just going to ask you if you could tell us whether or not 
this scheme is voluntary or whether it is compulsory. Is it voluntary? 

The Witness: No, sir, it is compulsory for those groups which are brought 
under the scheme, and you will find on page 9 and following the main groups 
who are excluded from coverage. At the present time, these groups consist 
of agricultural labour, both farm operators and farm employees and unpaid 
family workers, totalling about 7-9 million in 1948. The excluded group also 
includes the non-agricultural self employed, such as the small business and 
professional person, totalling about 6-1 million in 1948. They exclude also 
from the contributions and benefits of the O.A/S.I. federal, state and local 
government employees, totalling 4:3 million in 1948 and domestic servants, 
totalling 1-7 million—that is domestic servants in private homes—and employees 
of charitable and non-profitable institutions, totalling about 600,000 persons. 
There are other excluded employments mentioned at the bottom of page 11. 
_ The most important ones in that section are the railroad group which are 
ie covered by the Railway Retirement Act. Now, none of these individuals I have 
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mentioned are covered either, for contributions or benefits under the old — 
age insurance scheme; and you will ‘see from the chart following page 12, | 


Mr. Ferrie, that the different sections in the chart show these mentioned groups 


which are excluded as well as the total group that is included at the present — 


time. 
By Mr. Knowles: 


Q. When you gave these figures on coverage, Dr. Davidson, did they 
include only the people who are contributing or do these figures include those, 
for example, over sixty-five who have retired and are on the rolls as recipients? 
—_A. They would not be in most instances a part of the employed labour force, 
Mr. Knowles, because if they are in that sector of employed labour force 
which is under insurance they are not allowed to receive benefits while working. 

Q. This is the picture of those contributing?—A. That is right. 


By the Charman: 


Q. Would you make a comparison between the number mentioned on chart I 
and the number mentioned on: the table on page 16?—A. It is difficult to make 
such a comparison, Mr. Chairman, because the figures shown on chart I relate 
to the employed labour force as of the-year 1948. The figures shown on page 16 
relate to the total number of individuals living today who at any time since 1937 
have made even one contribution to the Old Age Insurance Fund. You might 


have a man, for example, who was sixty-four years of age in 1937 and contributed 


for that year. He would not be entitled to any benefit because he would 
not have built up even six quarters of coverage, and he might still be alive 
today. He would not be in the employed labour force as shown on chart I 


because he would be 77 years of age today: but he would be one of the — 


78 million people who at some time since the inception of the scheme did make 
a contribution to the Old Age Insurance Fund. The only ones who are 


excluded from the 78 million mentioned on page 16 are those people who have — 
made contributions since the fund was set up but who in the meantime have — 


died; so the table really shows all the people alive today who at any time 


since the beginning of the program have made even one single contribution — 


to the Old Age Insurance Fund. 

(. In other words, it includes all those who have made a contribution to the 
fund at one time or another since it was set up?—A. That is right, except for 
persons now dead. 


Q. Which means that you have more people in the table than those who ~ 


are presently covered.—A. It is correct to say this: every person who is now 


under the insurance program is included in the figure of 78 million shown on — 


page 16. In addition that figure includes any other person who at some time 
in his history has made contributions to the Old Age Insurance Fund. 
Q. And who is not presently dead?—A. That is right. 


By Mr. Croll: 


(). There is just one thing which occurs to me: is there any provision in the © 
Act for the case of a man who has, say, paid in for twenty-five years and has 


never had occasion to draw any benefits for his care; he has never had any 


occasion to draw anything; and let us assume that he dies a year before he — 


becomes eligible to draw benefits; or, on the other hand, is there any provision for 
a man who has never drawn benefits, although he has contributed all his lifetime, 
getting any of these sums back?—A. There is no refund provision, Mr. Croll. 


Take the clearest example I can give you. Suppose you have a single man who — 
has no dependent parents, no children, no wife, and he has been contributing — 
from 1937 up to the present time and he dies before reaching the age of sixty-five. — 
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_ The maximum benefit that could be paid in respect to him is six months of his 
§ primary benefit, as a funeral benefit or as a benefit to defray his last illness 
expenses. 
1 Q. Let me follow that just offhand. We have not reached it, but while 
I am on the point, may I ask whether there is a refund provision under the 
British Act?—A. I could not say that offhand, Mr. Croll, but it will be made 
clear tomorrow. I am informed by Mr. Allan that there is no refund provision 
under the British Act. There was originally before the 1940 amendment a refund 
of premiums in the American Act, but they thought that was undesirable because 
it meant paying back on refunds a very large amount of money that was 
collected, and they thought that it was better to try and convert this into some 
type of supplementary benefit payment which had perhaps more social justifica- 
tion. That was when they introduced the survivor’s benefits and the lump 
sum death benefit provisions. That means in some cases that the individual who 
under the old Act would have got his premiums refunded to his estate now 
forfeits these and they are used for other perhaps more worthwhile purposes in 
respect to other beneficiaries. 
Mr. Know es: That is the same with our Unemployment Insurance Act? 


Mr. Crouu: But that is not the same with the British Unemployment Insu- 
rance Act; that is the point I was getting at. 

The Witness: The end effect of the figures on page 8 and chart 1 is that ~ 
about three-fifths of the working people of the United States are presently covered 
under old age insurance and about two-fifths are presently outside the scope of 
the Act completely. 
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By Mr. Fleming: 


Q. And that proportion will increase if H. R. 6000 is adopted?—A. Yes, Mr. 
Fleming. I can give you some figures on that which I think will be interesting to 
put right along side of this. I have here before me a chart which is based 
on the situation as it will be in June, 1951, that is next year, if H.R. 6000 goes 
into effect. This chart shows that of the total employed labour force which 
they estimate as at that time, to be about 64 million, 35 million or 54-8 per cent 
will represent the presently covered group. H.R. 6000 will bring in an additional 
10-7 million or 16-8 per cent, so that if H.R. 6000 goes through it is estimated 
that in 1951, out of a total employed labour force of 64 million, 45-7 million 
individuals representing 71-6 per cent of the employed labour force will be 
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i. covered. There will still be excluded certain substantial groups who in the 
- opinion of the House Ways and Means Committees should not yet be brought 
__ under coverage. The main exclusions, as indicated in H.R. 6000, are the self- 
4 employed in agriculture, 5 million; hired agricultural workers, 2-2 million; 
unpaid family workers in agriculture, 2-6 million; federal civil employees, 2-3 
million; the armed forces 1-5 million; railroad workers 1-5 million; non-farm 
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self-employed 1-5 million, and certain other small groups like clergymen and 
members of religious orders, a section of the domestic service group and unpaid 
_ family workers in the non-agricultural field. 
Q. What groups are coming in in consequence of the extension of coverage 
_ by H.R. 6000?—A. The groups that will be brought in are the urban self- 
employed, 4-5 million; state and local government employees, 3-8 million under 
a voluntary contract or compact with states; domestic service, -8 million, that 
is about half the total of the domestic service working force; non-profit organiza- 
tions -6 million; employees of agricultural processing plants off the farm, 
 -3 million; and a few other very small groups. I should point out with respect 
to the state and local government employees that the decision as to whether or 
not those groups will be brought in will depend upon whether the state wants to 
s enter into a contract with the federal government on a voluntary basis and 
assume the role of employer in regard to paying the employer’s contribution. 
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The Crarrman: What about the urban self-employed? How do they come — 
in? Voluntarily or compulsorily? . . ‘Ss 

The Witness: The urban self-employed will be brought in compulsorily, — 
and they will have to devise a different system of obtaining the contributions — 
from the urban self-employed. The contribution in the first place will be fifty 
per cent higher than it will be for the worker because there is no employer to 
make a contribution. The urban self-employed therefore will have a starting ~ 
rate of two and one-quarter per cent as against one and one-half per cent now 
being paid by the wage earner and it will be necessary for those contributions to 
be collected in fact as part of the income tax collection procedure. There will be 
a special section on the income tax return and it will be through that machinery 
that the collection of the contribution for the urban self-employed will be made. 


By Mr. Brooks: 

Q. What class have no coverage of any kind?—A. You mean if H.R. 6000 is 

adopted? | . 

O. Yes, after H.R. 6000 is adopted—A. If H.R. 6000 is adopted it will be 
mainly the agricultural groups and about one-half of the domestic servants 
working force plus clergymen and members of religious orders and a few other — 
miscellaneous groups of that kind. Railroad workers and federal civil servants 
will also continue to be excluded since they are separately covered. 

Q. The agricultural groups are not being brought in, I suppose, on account 
of the difficulty of collecting insurance payments?—A. There is a very interesting 
point there, Mr. Brooks. At the time that the House Ways and Means Committee — 
was considering what bill it should present there was little reaction from the 
farm area and little evidence of their interest, and therefore, they said: let us leave 
the farm groups out until such time as they indicate very clearly they want to 
come under the provisions of the legislation. Now the Senate Committee on 
Finance has been holding these hearings during the last three months, and asI | 
said, the farm organizations have come forward, with a fair amount of unanimity, — 
and said: as we are going to have to pay for this now in the cost of consumer 
goods we want the farm groups to be brought in. 

Q. It is not considered to be an insurmountable difficulty to bring in the 
farm groups?—A. No, they propose to use the stamp books plan of collecting 
contributions from the farmers, both in respect to themselves and in respect to 
their farm workers. 


By the Chairman: 


@. Would they have to file an income return?—A. The farmer would. z 

Q. And, of course, the urban self-employed will have, in any case, to file — 
an income return even if he does not have to pay an income tax?—A. I am not 
certain of that point, Mr. Chairman, but I assume he will have to file an income 
tax return as a means of making his own old age insurance contribution. 

). Because there is no exemption there?—A. No. I should point this out, 
too, that while it is true that the social security administration states that — 
they are satisfied that they can develop his collection machinery, both with 
respect to the rural self-employed and with respect to the urban self-employed, — 
they have had up to the present time no experience in the old age insurance | 
administration to prove that their confidence in that is justified. I am not — 
suggesting it is not justified but it still is for the future to determine the extent 
to which that will work out in actual practice. - 


By Mr. Smith: 


Q. Would this chart show about the same for Canada?—A. For what my 4 
guess 1s worth, Dr. Smith, I would say it would be about the same. The — 
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_ rough proportion of urban to rural population in Canada is approximately the 

same as in the United States, and I think the indications are from the degree 
of coverage that we achieved under the Unemployment Insurance Act that we 
could get at least a high degree of coverage, and quite possibly a higher degree 
under an old age insurance system. 

Q. Would there be the same variance between the provinces as there is 

between states in the United States?—A. Right. 
‘ Mr. Knowtes: Do I take it if H.R. 6000 goes through they will have two 
__-ways of collecting the money. 
t Mr. Crouu: They will have three. 


& The Wirness: They will have three; they will have the, payroll deduction 
at the source by employers in respect to employees. That incidentally, as of 
this year, is being tied up with the income tax form return. It was formerly a 
return made on a separate form. Then there will be the direct income tax 
return method for the self-employed in the urban areas. And then the stamp 
book method will be used in the rural areas. 


~ 


By Mr. Knowles: 


a Q. Which department of government makes the collection of this money?— 
A. The Bureau of Internal Revenue. 

@. As from the start?—-A. Yes, I am quite certain of that. I should point 
out in that connection that so far as we can get the picture clear, the figures 
as to administration costs that I gave you in a previous session do include the 

__ collection costs of the Bureau of Internal Revenue which are applicable to the 
old age insurance contribution. . ) 
Q. Collecting in the United States is not done by any department corre- 
sponding to the Department of Health and Welfare?—A. No. | 
Q. You say that quickly—aA. Perhaps I should say no, period. I think it 
might be of interest in connection with Dr. Smith’s point to underline again 
the uneven effect that this approach to date has and will continue to have, to 
some extent, on the coverage in the various states. The coverage in the 
different states varies considerably because of the fact that in certain agri- 
cultural areas the working force is largely agricultural and therefore in the 
excluded groups, while in other states the working force is largely industrial 
- and therefore most of them come under the provisions of the old age insurance 
program. I thought I had a chart readily available, Mr. Chairman, to illus- 
trate that but I have not, so perhaps I had better hurry on and just leave the 
-_ point in a general way, as I have mentioned it. 
* I would now like to turn to the section on contributions, which I think 
-_-we covered pretty well yesterday. I would point out that under the Act, as 
it stands at the present time, the contributions having remained on a flat one 
per cent rate by employees and employers from 1937 through to 1949, went up 
to one and one-half per cent each in 1950, and are due, under the present law, 
to go up to two per cent each for the years 1952 and thereafter. Under the 
new proposals of H.R. 6000 the legislation provides for the rate eventually to 
go up to three and one-quarter per cent for the employer and the same for 
the employee. This will mean a rate of 4% per cent of the self employed. It 
is interesting to note— 
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- Q. When?—A. Under H.R. 6000. 

% Q. When is that higher rate to be reached?—A. In 1970, I am informed, but 
~_-we will check on that. Bias 

fi It is interesting to note, in that connection, that Congress in considering 


this program at the outset had two alternative choices to make. One was to 
finance the scheme on what is called a level premium approach where you start, 
Pj at the beginning, to pay a flat premium rate which will have to be continued in 
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perpetuity to keep the fund in balance. That level rate was originally estimated _ 
to be close to 8 per cent but is gow estimated for the present law, at about 4:5 
per cent—which would mean 24 per cent as the level premium rate for both — 
employers and employees. But, because that would have resulted in building up 
a much greater immediate reserve, the approach taken by Congress initially was 
to start on this graduated basis, starting at 1 per cent and going up by 4 per 
cent every three years and reaching, under the original enactment, an eventual 
total of 3 per cent. So you get this variation in approaches— 

Mr. Brooks: Why did they abandon the original idea of increasing by 4 
per cent every three years? ! 

The Witness: They abandoned that in 1940 for two reasons. First, even 
without the level premium approach the funds they were building up were of 
very large magnitude. They were not paying out any benefits at all in the first 
five years and both employee groups and employers complained about the idea 
of increasing the contribution at a period in 1940 when no benefits at all were 
being paid out and when tremendous surpluses were being built up for future 
years. Because of that fact Congress abandoned the original idea of increasing 
the rate by 4 per cent in 1940. That increase did not actually go into effect until 
January Ist of this year. 

Yesterday I think I covered about as well as I could cover the section on 
benefits—where you see set forth the different categories of benefits: permanently 
insured, fully insured, currently insured status, and so forth. I am not going to 
delay the committee further on that section nor am I going to delay it any longer 
in regard to the average monthly wage matter which appears on page 17. I think 
I have dealt with those things about as extensively as we need consider them 
and the same applies to the different kinds of benefits—primary insurance 
benefits, and the various insurance benefits for widows, children, and dependent 
parents. . 

I also discussed the primary benefit formula which appears on page 18 and, 
unless there are other questions, I will proceed to pass on through all of those. 

I think the next point we might turn to is the table on page 28 where we 
set forth the situation as of December 1949 in respect to the number of bene-— 
ficiaries of various types, the total payments, and the average benefits. You 
will note there a confirmation, incidentally, of a figure that was given yesterday. 
The average over-all benefit runs slightly over $20 a month at the present time. 
The average primary benefit is $26, and then you have these other benefits which 
are in all cases lower than the primary benefits—either one-half or three-quarters 
of the primary benefit. So, as of December 1949 a total of 2,742,808 indivi- 
duals—men, women, and children, were benefiting in some way under the scheme 
and the benefit payments in that month amounted to $56,074,400. That excludes 
the lump sum death benefits which are mentioned in the footnote. ‘ 


By Mr. Knowles: 


Q. Doctor, yesterday did you give us some indication as to the highest 
primary benefit that is being paid?—A. The highest primary benefit that you _ 
can get is on the next chart—page 29. I checked the matter myself this morning © 
because I was not sure why the chart stopped at that point. But, as of — 
December 1948 the highest primary benefit that could have been paid was — 
$44.80. That would be the benefit paid to a man who has been under coverage _ 
for twelve years from 1937 at the full average monthly wage rate of $250 a — 
month. He would get 40 per cent of the first $50—$20; 10 per cent of the next 
$200—another $20; a total of $40; then he would get an increment representing 
1 per cent for each of the twelve years—12 per cent of $40—being $4.80. That 
means the maximum primary benefit would be $44.80. The maximum primary 
benefits at the end of 1949 would be $45.20. 
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Be Q. That n man Gaon be drawing a wife’s benefit as well, or his widow might 
be drawing widow’s benefit and child’s benefit, but the absolute ceiling would be 


3 whichever was the lesser. $85 would be the absolute ceiling. 
Mr. Ferrie: $85 is the top that he could draw; is that right? 


By Mr. Knowles. : 


_ A. Also a ceiling of 80 per cent the average monthly wage. It is the least of 
these three things which determines the maximum benefit. 

@. Ten years from now the $44.80 figure could be higher but the other two 
~ figures could not go higher?—A. Right. One of the recommendations in 
H.R. 6000 is that the figure be raised— 3 

The CuatrmMan: To what? 

The WitNnEss: $150. 

Mr. Frrriz: Right now it cannot be raised? 

The Wirness: As the law stands the maximum ceiling is $85 or 80 per cent. 
of the average monthly wage as we explained it yesterday, or twice the primary 
- bent—whichever of those three things is the least. 
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By Hon. Mrs. Fallis: 


| Q. I would like to ask Dr. Davidson something with respect to the sentence: 
“Tp the same month just over three-quarters of all the females receiving primary 

benefits received less than $25.” They do not say how much less What would 

be the minimum there?—A. I have a chart, Senator Fallis, which I would be glad 


solid black lines the average benefit, in so far as men are concerned; and then 
it shows in the hatched lines the numbers of female beneficiaries on primary 
a at the various amounts. The first two columns, for example, show that 
F 


about 7 per cent of all males drawing primary benefit draw the minimum benefit 
of $10; whereas 15 or 16 per cent of all females drawing primary benefit draw the 
Beminimum $10. In the three lowest brackets: $10, $10 to $20, and $20 to $30, you 
will notice the percentage for females is higher than the percentage for males. 
In the case of benefits between $30 and $40, between $40 and $44.80 you will see 
the percentage of females drawing those higher benefits is much smaller than the 
percentage for males. 
. Q. I was just wondering, when it said that the average primary benefit for 
‘males was $25.35, why they did not give the average primary benefit for females. 
| prey just say that it was less than $25; it might be anything.—A. I will have to 
~ask them why they discriminate against women in that way, Senator Fallis. We 
are only digging out whatever information we happen to get our hands on. | 
|» May I turn then, Mr. Chairman, to the last section which really deals with 
| the question of finances. I do not know that there is a great deal that I need delay 
the committee with there since a good deal of this was discussed yesterday. The 
“basis of the program, of course, is a trust fund based on an actuarial reserve as a 
& asis of operation. It has never at any time been, in the strictest sense of the 
| word, a full acturial reserve. They did not start building the fund up on a level 
‘premium rate, to establish a full actuarial reserve; they started initially to collect 
at a lower rate, which meant collecting smaller amounts in the initial years than 
| were required on a level premium basis. But even at that, as I said yesterday, 
4 hey found the reserve building up to a point where it was, if not actuarially 
sound, at least embarrassing in terms of size Modifications were introduced in 
_ 1940 which made it possible to pay benefits two years earlier than had been 
pended; which added survivors’ benefits, which had not been contemplated in 
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twice this amount?—A. Or 80 per cent of his average monthly wage; or $85— 


(). In addition to the two primary benefits there is also a ceiling of $85?—_ 


to show you but which is rather difficult to put into the record. It shows in the © 
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the original enactment; and which delayed the coming ee Shoe of the higher 
premium rates that we have been discussing this morning. . 

It was at that time, realizing that they were departing rather Giieidabable 
from a full actuarial concept, that they thought it wise to write into the law a pro- 
vision saying in effect that if in later years the fund’reaches a deficit position the — 
government will have authority to subsidize the fund from general revenues if it~ 
is necessary. But, in fact, the fund now stands at a total of about $114 billion 
which has made it unnecessary for any moneys to be provided from the general — 
revenues of the federal treasury. While $11 billion sounds like a formidable 
actuarial reserve, it is actually about $7 billion short at the present time in the — 
terms of actuarial requirements. . 


Mr. Knowtes: Is it thought that under this Bill H.R. 6000 with the higher | 
rate to be reached in 1970 that will put the fund on an actuarial ‘basis? 


The Wirness: The purpose of this higher rate as you go along is to make upy 
the fact that in the earlier years you did not require full contribution and as . ( 
said yesterday, the actuarial estimates under H.R. 6000—the two extreme esti- 
mates—indicate that on an optimistic basis they may, in the year 2000, be $175. 
billion in the reserve. The pessimistic estimate is that the fund will be in deficit — 
in 1992. A compromise has been established and that is the eventual actuarial — 
reserve around the 1990’s will be approximately $80 billion, which incidentially — 
might be taken for comparison purposes in relation to a figure which I saw the — 
other day showing the total assets of all the life insurance companies in the United | 
States stand now at around $51 billion. 


Busir. Crow: 


Q. In fact their original figures may have been quite right on an actuate 
basis 1{ they had not added, without increasing the amount of contributions, — 
both the widow’s benefit and the dependent’s benefit.—A. I thing their experi- | 
ence now indicates to them, Mr. Croll, that their original estimate on what 
they called the level premium costs required to finance the scheme on a full 
actuarial basis was considerably higher than they now think it was necessary 
to be. The original actuarial estimate was just under the eight per cent level 
premium rate required, while the latest estimate under the present Act which, 
as you know, has added survivors’ benefits—the present estimate now is about 
44 per cent as a level premium rate. . 

Q. Are they not trying to avoid what you pointed out a few moments. 
‘ago, the freezing of a terrific trust fund?—A. Not on this point. This point 
deals with what the actuaries originally thought in 1935 would be required — 
as a level premium rate basis to finance the fund fully on an actuarially sound . 
basis; and their original estimate was of a level premium rate just under 8 per 
cent, ‘that is, without dividing it between employer and employees. i 

But their latest actuarial estimate of the level premium rate required toy ; 
fund the Act fully as it stands today is about 44 per cent. 


z 


By Mr. Knowles: 


Q. Would that be combined or split?—A. Combined; four and one-ha f 
per cent as against eight per cent. And you might ask “why the difference. | 
I am not actuary enough to know all the reasons for it but I would suggest 
that one of the elements which it is not possible for any actuary to take into — 
account in a situation of this kind is the element of the individual choice as 
to when he is going to retire. You may have a retirement program based on @ 
age of 65 years. Your actuaries will have to provide for the contingency that 
everyone will want to retire at 65 years of age. The life insurance companies 
do that because they pay their benefits at the age of 65, whether or not the 
person goes on working after that age. But in this situation if the eis goes 
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of the small amount of the benefits in the initial years, because of the wartime 
demand for workers, literally hundreds of thousands, well over one million 
individuals who could have been drawing benefits during those years chose to 
go on working and to forfeit any benefits they might have taken up. 

2. I recall seeing a table recently which indicated that even today there are 
_ probably an additional million persons still in the labour market who, if they 
_ wanted to retire, could retire and draw benefits immediately, and could in fact 


_ 65th birthday. 
calculations made originally in 1935; and I think ae the actuaries now are 


are Auk entirely subject to notarial calculations. 
mm. ©). They are doing a great deal more estimating and guessing in this field 
than the ordinary life insurance actuaries; and when you take into consideration 
all the economic and social factors, it must be almost an impossible assignment. 
-—A. It is a much more difficult estimate to make in this kind of program, I 
43 would judge, than any straight actuarial estimate for life insurance purposes. 


By Mr. Fleming: 
_ Q. The life insurance people are usually working with selected risks?— 
A. The life insurance companies do work very closely with the actuaries of 
_ the old age insurance fund. And I have here a report of Mr. Linton’s testimony 
| from which I shall read as follows: | 

. We had a man from one of the large life insurance companies 
in New York come down and review the calculations of the actuary of 
the Social Security Administration. He felt that the work was as well 
done as could have been done using the theoretical bases he had to 
work on. 


___Q. Under our own unemployment insurance experience it was contended 
; that it was on an actuarial basis. But Cages and conditions have made it 


By Mr. Fleming: 

— Q. Before you leave that and pass on to this final subject, Dr. Davidson, 

: may I say that in working out their actuarial calculations I presume there 
have been questions of policy necessarily involved. Was one of those policies 

any intention to eliminate within the period over which the calculations were 

4 nning the old age assistance alae I cannot answer that ee satis- 


2. iat that was aa a ra minh could have hee ie: paM account in 
‘making the original calculations. 

=  Q. Not the original ones; these revisions now?—A. I think it works back- 
_ wards, if I may say so. I think that the social security administration or the 
t authorities in charge say: We cannot go on with this. present program which 
esult in large numbers of people getting small benefits, and even larger num- 
bers of people being outside, and with old age assistance costs mounting. 
A herefore we have to decide if we will pay $25 instead of $10 as a benefit; and 
_ if we are going to bring in these extra people, etc. Then, having composed the 
HR 600 of benefits we are going, to pay, and havi ing prov ided as they do in 


on | working i in a covered employment, he is disqualified for benefit; and ae 


have been drawing benefits for the last year or so, since they reached their 


They could not take that kind of thing into account in the actuarial 
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now, with these special condjtions before them, how much they think it will 
cost, and what contribution rate we should have to set in order to meet the 
cost of it. , im 

I think that is what the actuaries have done and you notice incidentally - 
as a result of that the ultimate rate which is now proposed under HR 6,000 is” 
34 per cent for employers and employees, whereas the ultimate rate proposed 
originally in 1935 was only 3 per cent. So I think it is working, perhaps, back- 
ward rather than forward, and that the need for doing away with old age assist-— 
ance to a much larger extent has been taken into account in formulating the 
benefit proposals; and that in the light of that, the actuaries have had to make 
their calculations as to the cost and as to the rate structure in terms of contri- 
butions. 4 

Q. I suppose while they have to figure it out for the next 40 or 50 years, 
the time does come when, if the payments within this period are adequate, they 
will have caught up with these past service obligations. Then you would 
simply make your contributions cover your current obligations?—A. That is 
correct. : : 

Q. With perhaps a diminution?—A. You will reach a point where the- 
fund, with its interest earnings and the ultimate contributions, will level off — 
at a balance where your outgo equals your income. You may even go beyond 
that, and it is not inconceivable that you might strike a situation where, after 
having taken 34 per cent over a period of years, and having reached a plateau 
in terms of income and outgo, you might find it possible to lower the flat rate 
by 4+ per cent. But I have not seen that in any projection which they have. 
taken into account. 4 

Q. That postulates that some things will be equal, and that other things 
will not be equal?—A. It is interesting to note that if HR 6,000 is passed it will 
provide benefits immediately for about one-third of the males now over 65 
years of age and for one-quarter of the females who are now over 65 years of 
age, which is a substantial improvement over the present situation but which 
still leaves, I think the members will see, a substantial area as well for a good 
many years to come which will have to be covered either by the individual’s” 
own resources or by old age assistance. ; ea 


5 =) 
By Mr. Knowles: 4 
Q. This HR 6000 would bring this percentage up to these figures?—A. That 
is right. And might I now turn your attention to.the table on page 38 which 
recapitulates income and outgo from the fund over a period of years. It shows 
the contributions starting with the year 1940, and it shows that there is included 
therein some transfers from the old age reserve account on January Ist, 1940, 
transfers which were made from the old arrangements whereby in previous years 
they had a special account in the treasury rather than a separate old age insur- 
ance fund. 
You will note how contributions have increased steadily from $688 million 
in 1941 to $1,694 million in 1949. Interest on investments has likewise increased; 
and those investments are treasury bills, bonds or other obligations of t 
United States government. Benefit disbursements or benefit payments have 
increased from a minimum of $10 million in 1940 to $607 million in 1949, 
and administration expenses are shown in the next line, starting at $12 million 
in 1940 and rising to $53 million in 1949. ‘In the earlier years of the program 
obviously the administration expenses were unusually high in relation to benefit 
payments. In 1941 they were 41 per cent of all benefit payments and in 1949 
they are down to something in the neighbourhood of 8 per cent stated in terms 
of benefit payments. It is estimated eventually that the administration expensé 
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I have mentioned, will have on administration cost. ~ 


Mr. LrsackE resumed the Chair. 


By Mr. Ferrie: 


| Q. Mr. Chairman, is there any chance of this fund building itself up to a_ 
point where the interest would pay the outgo?—A. I do not think that could 
happen, except in terms of the most gigantic fund that the mind of man has 
ever condeived. As you will see from the material before you we now have. 
anna benefit payments of $607 million and under H.R. 6000 the benefits 
payments will go up ‘to about a billion and a half dollars; and that is not the 
_ end: the benefit payments will continue to go up in future years even higher 
_ than that. 
‘ @. What I had in mind there was the effect of the change in the retirement 
scheme relating to labour. Let us suppose that a man who ordinarily would 
retire at age sixty-five keeps on working until age seventy or longer and still 
contributes, would not that have the effect of building up the amount of money 
accumulating in the fund so that in time with interest and added contributions 
of that kind the income, shall I say, of the fund might be sufficient to carry 
eee benefits? You know the situation over there, where due to the labour 
shortage the people are being encouraged to work more years than is contemplated 
e under this insurance scheme?—A. The interest on the fund will always be an 
Important factor in building it up, but it will never even closely approach the 
— outgo in terms of benefits. Incidentally, it is interesting to note the difference 
‘4 between the approach of the United States to this fund and the approach in 
New Zealand. The United States government pays interest on what it borrows 
from the fund while the New Zealand government does not pay interest; and 
the reason for that, of course, is that the New Zealand government makes 
contributions from its consolidated revenue fund and therefore there is not 
‘much point in paying itnerest, because if it paid interest it would simply mean 
- contributions from general revenue would be that much less anyway; but the. 
_ New Zealand contribution from general revenue is, on the face of it, much 
greater than it needs to be because they do not pay interest on their borrowings 
_ from the fund. 


, By Mr. MacInnis: 
Q. Assuming that a person ceases to pay contributions at age sixty-five 
fh may continue in employment, he does not draw benefits?—A. No, Mr. 
- MacInnis. A person who continues in covered employment after age sixty- five. 
- does not draw benefits and he continues to say his old age insurance contributions. 
His earnings record after 65 is taken into account only if it means an increase in 
his average monthly wage. He gets the benefit in that way. If, on the other 
hand, he is in advanced years and has to accept a lower salary: then his 
earnings record after age sixty-five is excluded from the calculation of his 
average monthly wage. 
: You will note the final line in that table. I would just draw your attention 
to the way in which the balances in the fund have steadily built up from that 
$1,745 million at the end of 1942 of $11,310 million at the end of 1949. 
Are there any eats points in which the committee are interested, Mr. 
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By Mr. Fleming: is 

Q. There is one thing dceurs to me, following the question asked — 
Dr. Smith, in the chart following page 12 ‘of this brie . Should we not na 
on the record corresponding figures for Canada—that is, from official source _ 
as to the total labour force and the employed labour: force: and then a break- 
down of the forces in the various employment categories, so that we will have 
some basis of comparison? Dr. Davidson indicated this morning that he thous ] 
the results would be rather similar to that disclosed by the United States in- 
the chart following page 12. I think we ought to-have that on record so that 
we can all work on the same figures——A. We will be glad to obtain that from — 
the Department of Labour, or ask the proper department, to get you that 
breakdown. 

Coming back to Dr. Smith’s question just for one moment, I would like. | 
_ to put into the record the effect of this chart here, which is to show the 
differential between the rural areas of the United States and the urban areas 
in terms of the extent to which old age insurance has taken hold. This chart 
is based on figures as for June, 1946—the last available—and it shows that of 
the total numbers of old age insurance beneficiaries at that time, 75 per cent. 
of them were in urban counties of the United States and 24 per cent of them 
in rural counties; whereas under old age assistance only 48 per cent of those 
on old age assistance were in urban counties and 52 per cent were in rural | 
counties. The point of that is to indicate the uneven effect that this old age 
insurance program has in the various states in taking off the shoulders of the 
state and off the shoulders of the old age assistance program numbers of 
beneficiaries. 

@. Is there ‘a corresponding table, Pe reference to contributions?. Dr. 
Davidson used the expression, “old age insurance program has taken hold.’ 
Could he give us now the effect in a corresponding table under the O.A.S.1 
program in respect to contributions?—A. There is no corresponding chart to. 
indicate that, Mr. Fleming, in anything that we have seen. But I think your 
point is very well taken; that the effect of the smaller insured percentage of 
labour force in an agricultural state means that they are contributing into the. 
fund a smaller percentage of contributions. But while that affects individuals” 
it still means that so far as the state government is concerned, which does not 
contribute to the Old Age Insurance Fund at all, it still has the burden of a large 
number of individuals on its old age assistance rolls. It may be true that those 
individuals do not have to pay under the old age insurance program, but the fac t; 
remains they are still there on the old age assistance rolls; and the figures I 
gave the other day indicate pretty conclusively, I think, that the numbers or 
old age assistance in the low income agricultural areas are generally speaking 
very much higher than the numbers in the urban industrial areas. Therefore, 
whatever the economic effect: in terms of contributions, the fact remains that_ 
larger numbers of persons in the agricultural states will continue to have 4 
depend on old age assistance as distinct from old age insurance. 

Now, Mr. Chairman, I come to the final part I think I can finish in fifteen 
minutes. I would like to indicate some of the changes that are now being 
considered in the very substantial effort that the House of Representatives and 
the Senate are presently making to improve the old age insurance law, to expan d 
it in the hope that it will be able to achieve the objectives which were originally 
set in 1935. I should say in this connection that there has not been just one 
set’ of proposals; there were several sets of proposals, and very considerable 
consideration has been given to them. There was a special advisory coun | 
consisting of prominent men in the United States, such as the late Edward R. 
Stettinius Jr., for one, and quite a number of others of the same calibre, set 
up to study the whole question and make a report to the President as to wha 
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could be done in connection with the extension and improvement of the old age 
Insurance program. One set of proposals came forward for consideration from 
> that council. The second set of proposals came forward, after that council 
_ reported, from the Social Security Administration itself. And the third set. of 
proposals, which I am going to concentrate my attention on, are those which 
_ have come forward in the form of Bill H.R. 6000 in the House of Representa- 
_ tives. When the bill was up for consideration in the House of Representatives 
_ the House took into account the representations of the Special Advisory Council 
_ and also those made by the Social Security Administration, and the proposals 
f of H.R. 6000 are now before the Senate for study and consideration. The 
main changes under consideration may be listed as follows: (1) the extension 
4 of coverage. The coverage is to be extended under H.R. 6000 by adding 
me 11 million persons in the employed working force. The number will go up from 
about 35 million at the present time to about 46 million, and it will still leave 
about 14 million uncovered. In that respect bill H.R. 6000 which is now before 
the Senate does not go as far as the Social Security Administration’s proposal. 
which suggested that an attempt should be made to achieve almost universal 


- main reason for limited coverage in H.R. 6000 is that the House Ways and 
~ Means Committee did not think it possible or necessary to include the agricultural 

group; farmers, hired farm workers, and unpaid family workers. It is open 
- to question and speculation, but it would not surprise me too much in view 
_ of the testimony given by the organized farm groups before the Senate 
- Committee on Finance, if in the Senate bill these farm groups were included 
in the coverage of the extended program. 


Mr. Latnc: What would the percentage covered then be?— 


| The Witness: The percentage then would go up from about 71-6 per ae 
_ to between 80 and 85 per cent. 

a The main groups that are proposed for inclusion in H.R. 6000 are the 
groups that I have already mentioned in reply to an earlier question: self- 
~ employed persons other than farmers and certain professional groups like doctors 
- who have asked to be left out; employees of state and local eovernments, — 
_ provided the separate states enter into a contract or compact arrangement, 
_ domestic servants employed on a regular basis in other than farm homes, em- 
_ployees of non-profit organizations, except for members of religious orders and 
clergymen. Those are the main groups to be included in H.R. 6000 as it stands. 
ss The main exclusions apart from agricultural to which I have already referred, are 

federal employees who are already covered under their own scheme and do not 
: need to be covered; members of the armed forces, railroad employees, who 
likewise have their own scheme; and certain self- employed eroups of the kind 
that I have mentioned. So, if TLR. 6000 goes through, the coverage will be 
_ Substantially increased to a figure around 46 million or more and there will be 
a remaining group still excluded of about 14 million or slightly more, Tepreseniane 
_ perhaps a residual 30 per cent of the population. 
The second main feature of this attempt to meet the program— 
Mr. Know es: Before you leave that, doctor, is it fair to ask this question: 
is it the adherence of the United States people to the. insurance principle that 
é seems to make it difficult for them to move in the direction of universal coverage, 
' bearing in mind that some.other countries have moved in that direction? 
a The Witness: I think, Mr. Knowles, the correct position would be stated by 
‘ saying that they are moving as fast and as hard as they can in the direction of 
‘universal coverage. What is holding them up, as I understand it, 1s the adminis- 
trative problem involved in achieving universal coverage, oranted the kind of 
_ program which they have established. That and the fact that there are 
of certain eroups who have asked to be left out. The doctors are one, certain 


ie, 
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_ coverage, perhaps as high as 90 per cent of the people in the labour force. The 


vi rN Lea ATT Ce Se Uy are aos 
BOGE A ie ea Na Meee Pe 
a ¥ vik ; ee <:. ate : Pane aT Nt. Ag ae . 
a 4 oe Pa. ~y PY ‘ 
TERS oie eae “yee ride 
404 ie JOINT COMMITTEE TORS aha ge ee 
SA ig peat eae Cees b>: 3 


professional groups are others. Then tere are gees feaerel ‘tivil servants, rail 
way workers, state employees ‘and many municipal | government groups—police: 
men, firemen, and schoolteachers—who already have adequate ppogtaias of their : 
own. 
By Mr. Fleming: | , Ae 
Q. Are Congressmen, as such, covered?—A. I cannot answer that with any — 
certainty, Mr. Fleming. They are not listed specifically a professional group — 
excluded from coverage under H.R. 6000. That is certainly correct. 4 
Q. Do you think under H. R. 6000 they will be included as such?—A. I can-_ 
not answer that for you. Lawyers are excluded and a good many of the Congress-_ 
men, I think, would be lawyers. 
2a The better ones?—A. The better Ginareepen or the better lawyers? 
The second main proposal in H.R. 6000 which goes hand in hand with the © 
first one is an increase in benefits. Very briefly the increase in benefits is 
arrived at in a number of ways: first of all by raising the income ceiling for 
purposes of contribution from $3,000 to $3,600. The Social Security Administra- — 
tion proposed $4,800 as a top ceiling, but H. R. 6000 stops at $3,600. The reason — 
for justifying any increase in this income ceiling is, of course, the fact that 
there has been such a large steady upward trend in wage levels. For example, — 
only five per cent of the population were over $3,000 when the Social Security — 
Act was first passed whereas now a much larger percentage of the population — 
is over that $3,000 mark, and the Federal Security Administration has 
estimated that if they establish a level of $4,800, 1t would correspond in terms — 
of present wage levels to the $3,000 level they originally established in 1935. 
Of more interest perhaps to the members of the committee is the fact that 
they have changed the benefit formula in the recommendation of the House | 
Ways and Means Committee as contained in bill H.R. 6000. At present it is ~ 
40 per cent of the first $50; under the suggested proposal it is 50 per cent of — 
the first $100, and the effect of that in terms of the smaller benefits is very 
noticeable. After taking fifty per cent of the first $100 under the H.R. 6000 
proposal you take as before 10 per cent of the remainder of the salary up to — 
the maximum of $3,600—that is up to the maximum of $300 on a monthly © 
basis. So the formula would now be calculated on the basis of 50 per cent — 
of the first $100, 10 per cent of the next $200, with one-half of one per cent | 
as the yearly increment for years of past service compared to one per cent. as 
the yearly increment under the present arrangement. 


By Mr. Knowles: 


(). Is this the place where that complicated formula that you referred to 
earlier comes in?—A. The continuation factor comes in on the next part of the 
benefit formula. They have also proposed to improve the benefit formula by — 
improving the way in which the average monthly wage is to be calculated. 
First of all, they propose to except from the calculation those, years in which 
the indiv idual w as not under covered employment, so that his av erage monthly 
wage will be calculated only on basis of those years in which he was in covered 
employment. : 

The CHAIRMAN: Years or quarters? i 

The Wirnrss: Years, not quarters. ; “fl 

Secondly, instead of requiring, as at present, for fully insured status one- 
half of all the quarterly coverage since 1936, they have shortened that, first by 7 
dropping out the quarters of coverage which are in the years when the man 
was not in covered employment, and secondly, they have introduced what they 
call this continuation factor. In effect—without endeavouring to either under- 
stand or explain it—this seems to me to mean that they shorten up considerably 


a 
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ti he fnanber of quabeees of coverage within a more limited period that wilt be 
required to establish fully insured status. I saw in the testimony a statement 
_ which I will give you for what it is worth, that the effect of it is to reduce at this 
- point in time the number of quarters of coverage from twentysix under the 
Beresent Act to twenty under the amending legislation,—for fully insured status. 

I have also indicated that in H.R. 6000 they propose to raise the minimum 
benefit from $10 to $25. Now that, of course, poses a very real problem, if these 
changes go through, of what they will do with the people who were beneficiaries 
under the old plan. There would be discrimination, if this went through, in 
_ favor of new beneficiaries if there was no application of it to the old beneficiaries, 
consequently there is in the bill a provision which will adjust the position of the 
_ persons presently on the benefit rolls in the direction of the new position which 
will be established from 1951 on with respect to new beneficiaries. The position 
is not completely equalized, but the estimate given by the House Ways and 
_ Means Committee is that the average increase in the present benefits under 
_ H.R. 6000 would be of the order of 70 per cent, with new beneficiaries coming 
; “into benefits in 1951 or after the passage of new legislation beneficiaries being 
in a slightly more preferred position than beneficiaries already retired. 

Now, I do not think, Mr. Chairman, in view of the time, that I should 


that H.R. 6000 also breaks completely new ground in endeavouring to provide 
_ for the first time for total and partial disability benefits, but that is outside 
the old age insurance program per se and I should do no more than mention 
that. 

is . By Mr. Knowles: 


—  Q. I do think it would be interesting if it was given consideration for a 
minute or so to explain the nature of those benefits—A. I would prefer to leave 
; it because, frankly, I am not prepared in detail, but I can supply the information 
‘ima subsequent memorandum. 

Q. That would perhaps be even better?—A. It is in many ways the most 
_ controversial feature of H.R. 6000. 

Q. Is the proposal fairly substantial?—A. It is significant in terms of. 
_ breaking new ground but the provisions limit Sy rigidly the application of 
_ the program. 

z Q. I presume it is still on the insurance Paine wae Oh, yes, and they 
are starting off on a very limited basis, as I recall it, with no provision what- 
_ soever for anything other than a primary benefit; no wife’s benefits, no children’s 
_ benefits, simply an initial venture into this field as an added part of their old | 
age and survivor's insurance. 


Mr. KNow.es: Under certain circumstances a person with a certain type 
_ of insurance coverage, becoming a permanent invalid or permanently disabled, ~ 
_ would qualify for primary benefit at an earlier age? 


- The Witness: That is right. 
I think, Mr. Chairman, that I can sum up in a few more sentences. The 
significant thing to note now is that the United States administration is faced 
with a number of current factors: first of all the drive in terms of private 
pension plans; secondly the evident inadequacies of their existing program in 
terms of their own testimony—mainly in point of coverage and inadequacy of 
benefit; and thirdly, the steadily mounting load of old age assistance costs 
which they did not anticipate would be so oreat at this stage of the development 
| of old age insurance. 
| Faced with those three considerations and with others, it is pretty clear, it 
seems to me, that a determined effort is being made now by the House of 
J epresentativ es and the Senate to broaden, in every possible way that they 


- burden the committee with further details, except perhaps to mention in passing “ga 
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Pe ra aes oem | 
think safe, the coverage of the insurance program to Gable all those | groups 
within the population that cam’ and in their opinion should be embraced. _ * 

It is the hope, and I think it is the expectation, that by these drastic 
-improvements,in the adequacy of benefits, by these drastic extensions of coverage: 
they will be able to make the insurance system in the United States work as — 
they had intended expected it to work when they first introduced it in 1935. 
I think all those considerations do point, in the United States experience, to the 
significance of their attempt to continue on an insurance basis a program which 
is as orthodox as this is in insurance terms, but which is now being modified in ~ 
directions which tend towards universal coverage of the total population, and 
towards a basic minimum benefit. Both of these points, it seems to me, are © 
implicit in the old age security approach rather than a fundamental part of the 
old age insurance approach. ei 

In short, and my last point is this, I would say that it seems to me that the 
farther the United States goes along this line in the development of its old age 
insurance program, the more it finds it is departing from the orthodox actuarial 
insurance concept, with which it started, and moving in the direction of the old | 
age security approach on the uniform benefit basis. That seems to be implicit — 
in some of the changes that are now taking place in this United States program. — 


Mr. Latina: Mr. Chairman, I wonder whether Dr. Davidson would just — 
comment on this question. If they had started, in the earlier stages with the 
universal average concept that they | are now proposing, what would you suggest” 
would be the difference in the position today? a 


The Wirness: Well, had the program been started off on a universal | 
basis, Mr. Laing, assuming that had been possible, I think it is clear that a larger 
number of persons would today be drawing some form of benefit but that would — 
not have affected the adequacy of the benefits. It seems to me the result would 
have been to provide a larger number of small benefit payments at the present 
time. This would have meant in effect that the old age assistance: program — 
would have been providing supplemental assistance to a very much larger 
number of people rather than complete maintenance; but that would still 
not have improved the adequacy of the benefit itself. ee 


The CHarrMAN: We shall meet tomorrow morning in room 497. 


The committee adjourned. 
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. Fripay, May 5th, 1950... 


. [The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 11.00 am. Honourable Senator J. H. King and Mr. Jean 
Lesage, M.P., Joint Chairman, were present. Mr. Lesage presided. 


Also present: +7 
_ The Senate: Honourable Senators Burke, Doone, Fallis, Farquhar, Fogo. ck ae 


House of Commons: Ashbourne, Beyerstein, Blair, Brooks, Brown (Essex 
Est), Corry, Cote, (Verdun-La Sale), Ferrie, Fleming, Knowles, Laing, Mac- 
| his, Macnaughton, Shaw, Smith (Queens-Shelburne), Weaver, ‘Welbourn. ater 


__In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare, and 

J. W. Willard, Director of Research, Department of National Health and 
Welfare. 

_ Mr. Willard was called. He presented a brief on the Old Age Income: 
Security Program in Great Britain. Me oes, 


. The said brief was taken as read and appears in this day’s Minutes of 
Hvidence. 


_ Mr. Willard was examined thereon, being assisted by Mrs. F. E. Hurst, 
aor ‘ Research Assistant, Department of National Health and Welfare. 


The witness being retired, the presiding Chairman laid on the table a : Te 
opy of the correspondence exchanged with the Provincial Ministers of Welfare | 
nd of the Provincial representations received. 
It was ordered that the said correspondence and representations be cs 


rinted -in Appendix to the Committee’s Proceedings after the Committee has 
ompleted its study of the Old Age Income Security Program in Great Britain. 


At 1.00 o'clock p.m. the Committee adjourned until Monday, May 8, 
t- .00 p.m. 


) \% “S . R. ARSENAULT, 
— Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, 


May 5, 1950. 


3 The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security, met this day at 11.00 a.m. Hon. Senator J. H. King and 
ir. J. Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 


* ‘The Cuarrman: Order, gentlemen. Mr. Willard, the Research Director 

of the Department of Health and Welfare and Research Adviser to the Com- 
ittee will be our witness in connection with the systems of old age security in 
reat Britain. 


i. Mr. J. W. Willard, Research Director, Department of National Health 
md Welfare, recalled: 

e The Witness: Mr. Chairman, and members of the committee, I shall 
present this brief. 


OLD AGE INCOME SECURITY PROGRAMS 


GREAT BRITAIN 


Memorandum No. 4, Social Security Series 


| @ RESEARCH DIVISION 
DEPARTMENT OF NATIONAL HEALTH AND WELFARE 
ITAWA ) MARCH, 1950 


| 
ie ae 


Ps I. INTRODUCTION 

| Retirement pensions and assistance to the aged in Great Britain are import- 
int and costly sections of the network of social security as revised and extended 
series of Statutes from 1945 to 19491. The revised program combined into 
ified plan the several complex schemes of insurance and assistance, including 
hose for the aged, which had developed piecemeal since the beginning of the 
itury, and extended to the entire population as of right, insurance benefits and 
ces which were formerly limited to special insured classes. It introduced, 
0, the principles of uniform benefits and a fixed scale of flat-rate contributions 
r all, filled gaps in benefits and services and, finally, through the National 
\ssistance Act, placed on the Central Government responsibility for the support- 
ng programs of financial assistance which had rested heavily on local authorities 
inder the Poor Law. The new legislation is the out-growth of half a century’s 
|e The Family AHowances Act, 1945; the National Insurance (Industrial Injuries) Act, 1946; 
ne National Insurance Act, 1946; the National Health Services Act, 1946; and the National 
issistance Act, 1948. 
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development of social security in Britain and of years of practical experienc 
in administering what was*long recognized as one of the most comprehensive 
programs in existence. 3 ee 7 | a 

Modern legislative provision for the aged began with The Old Age Pensior 
Act of 1908. This non-contributory program, under which pensions were pay- 
able at the age of.70 or over on the basis of a means test, was followed in 1925 
by a second program, a contributory scheme under the Widows’, Orphans’, and 
Old Age Contributory Pensions Act?. From 1928 to 1940 these programs were | 
considerably extended and liberalized. The qualifying age for contributory — 
pensions was reduced to 65 years; wives became eligible for pensions by virtue | 
of their husbands’ insurance; and voluntary protection was offered to various — 
groups including, in 1937, people in the low income group working on their 
own account, and married women. In 1940, the pensionable age for women 
was reduced to 60 years and a scheme of supplementary pensions on a means 
test basis was introduced for needy pensioners. ‘These measures were further 
developed and benefits substantially increased in the retirement and assistance 
provisions of the National Insurance and National Assistance Acts, which came 
into full operation in July, 1948. 

Of all the income maintenanice benefits within the social security program, 
protection for the aged is the heaviest burden on the working population. Th 
number of people of retirement age and over (65 for men, 60 for women) im 
Great Britain has been estimated at 6,537,000 or about 13. per cent of the 
estimated total population of 48,992,000 2 as at June 30, 1949 and 19 per cent of 
the population 20 years of age and over; some two-thirds of those of pensionable 
age were women. The proportion of the aged to the total population is growing 
These facts explain particular aspects of the program, such as the incentive 
provided for postponing retirement. a 

Even so, the cost of retirement pensions alone is expected to rise from an 
estimated £238 millions in 1948 to £501 millions in 1978.4 ' 


SUMMARY OF PROGRAMS FOR THE AGED 


Monetary protection for the aged is two-fold; the basic contributory pro- 
gram of universal retirement pensions under the National Insurance Act; and 
supporting programs payable on the basis of need, administered by the National 
Assistance Board. The latter includes the following: (a) non-contributory 
pensions, a means test program which was retained as a temporary transitiona: 
measure for people who were of advance years when the retirement scheme came 
into force and for this reason cannot meet its contributory conditions; and (6) 
national assistance, the companion program to national insurance, available at 
need to those of any age over 16 years, including the aged, who fail to qualify 
for either a retirement or non-contributory pension or who, because of special 
circumstances, find either of the pension benefits inadequate to meet thei 
minimum needs. As time goes on only a relatively small residue of the aged will 
need to be wholly maintained by assistance. ; ae 


1See Appendix I for Historical Note on Old Age Pensions Legislation. a 


the past half century the number would rise by another million and if death rates on high ag 
should fall substantially the increase would be even greater. hel 


*Report by the Government Actuary, 1946. 
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Briefly, the retirement pension is one of a number of benefits to which a 
contributor to National Insurance is entitled. These are shown, together with 


other income maintenance programs in the chart following page 7. The retire- 


ment pension is payable at the rate of 26s. ($4.00) 1 a week, £67 12s. annually, 
for anyone who has reached the minimum pensionable age of 65 for men and 


60 for women and who has retired from regular employment, provided that he 


or she has actually paid 156 weekly contributions at any time and has a yearly 
average of 50 weekly contributions paid or credited. An extra 16s. ($2.46) a 
week, £41 12s. annually, is payable on behalf of the pensioner’s wife and is paid 
to her direct if she has reached the age of 60. There is no means test, but if 
the pensioner has earnings from a gainful occupation while in receipt of the 
pension, his pension is reduced by 1s. ($0.15) for every shilling he earns above 
20s. ($3.08) in any week. Persons who defer their retirement and pay further 
contributions after the pensionable age, become entitled to an increase of 1s. a 
week for every 25 contributions paid after the pensionable age until 70 for men 
and 65 for women, when the retirement condition ceases to operate and the pen- 
sion is payable irrespective of any work which may be undertaken. In January, 
1950, there were over 4 million persons receiving retirement pensions,” that is, © 
about 63 per cent of the estimated population of pensionable age as at June 30, 


1949. 


Non-contributory pensions are payable on a means test basis up to a 
maximum of 26s. for a man or woman and 42s. for a married couple, provided 
the beneficiary has reached the age of 70 and can meet specified conditions of 
nationality, residence and need. At the end of 1948, over. 453,000 of these 
pensions were in payment,® covering about 14 per cent of the population 70 
years of age and over as of June, 1949. ) 

Under National Assistance, which requires only the most minimal qualifica- 
tions, primarily need, an aged householder may receive a maximum of 24s. and 
a married couple 40s., together with an additional allowance for rent.4 Higher 
rates are payable to certain categories on the basis of health needs. Some five 
months after the program was introduced it was estimated, on the basis of a 
5 per cent sample, that 490,900 or almost 12 per cent of the recipients of retire- 
ment pensions, and almost 82,980 or 18 per cent of the beneficiaries of nion- 
contributory pensions, were also receiving supplementary aid under the National 
Assistance Act. 3 

With the exception of non-contributory pensions, these schemes are so 
linked with the total provisions for insurance and assistance that they can be 


adequately understood only in terms of the legislation of which they form a part. 
_ National insurance will be examined first, then non-contributory pensions and, 


finally, national assistance, including brief mention of arrangements for 
accommodation. : 


1 The current rate of exchange is 3-08 Canadian dollars for a pound sterling. This exchange 
rate is helpful in indicating what a cash benefit in Great Britain would provide if the benefit 
were paid to a beneficiary in Canada and is the only yardstick available for translating the 
cash benefit into Canadian terms. It does not, however, measure in Canadian terms the actual 
purchasing power of a British cash benefit expended in Great Britain. Such a comparison 
involves not only the amount of the cash benefit but also the relation of that benefit to price 
levels and consumption patterns. The rate of exchange on July 5, 1948, when the social security 
program came into full operation was 4:03 Canadian dollars for a pound sterling. 


2 Minister of National Insurance in House of Commons. 
3 Including a small proportion of blind under 70. 
4The Minister of National Insurance recently announced a proposal to increase assistance 


~ rates to 26s. for a single man and woman and 43s. 6d. for a married couple. 
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. | RETIREMENT PENSIONS UNDER NATIONAL INSURANCE 
a Bs: Peale _ COVERAGE AND CONTRIBUTIONS 

” EL dhsieic monetary benefits to meet needs resulting from interruption of 
earn. ings or other causes are provided through a system fe universal compulsory 
insurance which includes, besides the retirement pensions, unemployment, sick- 
ness (cash), widows’ and orphans’ pensions, maternity grants and lump sum 
death ‘grants. In addition to the normal benefit, certain increases may be 
pe ained on behalf of a child or a single adult dependent. Entitlement to the 
full amount of any applicable benefit depends on the satisfaction of specified 
contribution conditions by the insured person.! 

c iveroge 

_ Every person over school-leaving age and under pensionable age, that is, 
from ‘16? to 65 for men and 60 for women, who is in Great Britain and fulfills 
certain residence conditions is insured under the Act and continues to be insured 
th poeout life. 

_ Residence. For those entering the country the residence qualification is a 
fecle one: they are compulsorily insurable after residence for a continuous 
period of 26 weeks, but may choose to enter insurance before they have com- 
P ted 26 weeks’ residence. There are some exceptions to this general provision. 
ple who take up employment before they have been in Great Britain 26 
eks, full-time students and unpaid ‘apprentices under 18 years of age are 
apulsorily insurable from the date when their work or studies begin. There 
/a number of special arrangements regarding status and contributions of 
persons who go abroad under specified circumstances. Although benefits are 
not generally payable for any period during which the person concerned is 
bsent from Great Britain, the right to receive retirement pension is unaffected 
“ residence abroad if the entitled person is living within the British Empire. 


i. Insurance Classes. For insurance purposes the entire population is divided 
three broad classes: 

Class I—Employed persons. These are persons who are gainfully employed 
aa a contract of service, that is, in employment where the employer has a 

r ig t of direction and control ; in the performance of duties by the employee. 

q - Class II.—Self-employed persons. These are persons who are gainfully 
0c cupied but are not employed persons. This class includes, among others of a 
similar type, employers themselves, whether as individuals or as members of a 
d of directors; professional people such as lawyers; doctors; authors; Mem- 
8 of Parliament: farmers; master builders or other craftsmen: and shop- 


Class III.—Non- employed persons are those not gainfully employed. This 
lass includes people living on income from investments, annuities or any other 
source not derived from personal labour. 

_ Within this classification, special conditions apply to several groups of the 

opulation, e.g., married women who may elect whether or not they will con- 
a ute i in various circumstances; members of the Armed Forces who are treated, 
wi ith : modifications, as employed persons; and persons with incomes not exceeding 
Be a year, who may on application be excepted from liability to pay 
ntributions. 


= any increase of benefit payable on behalf of a child. 
2 School-leaving age 15 in England and Wales; 15-16 in Scotland. A boy or girl must secure 
L In surance card if he leaves school between 15 and 16 to take up work. 
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Contributions 

Contributions are payabié by the insured person; ae eh Na in the case 13) 
of those who are under contract of service; and lastly, the Exchequer, fro: m 
which a supplementary contribution is required for each contribution of the 
employed person and the employer. ‘These supplementary contributions are 
addition to State grants towards the support of the program.t 4 

Insured persons make contributions according as they fall, week by week, 
into one of the three classes listed above. An employed person in required 
to pay contributions for any contribution week during any part of which he was 
employed; a self-employed person for any week during part of which he was 
self- employed and, similarly, a non-employed person during any week in which 
he was not at any time an employed or a self- employed person. Regulations 
provide that contributions up to a specified limit paid in any class may be 
treated as the equivalent of an appropriate number in another class. 

Contributions are payable by all gainfully occupied persons who are 
between the school-leaving age and pensionable age. If retirement is deferred, 
the insured person’s contribution is payable to an age not later than 70 for 
men and 65 for women, but the employer’s contribution in respect of an employee 
must go on as long as the latter remains at work. Contributions by non-— 
employed persons are normally payable only between the ages of 16 and 66 
for men and 60 for women. Reduced contributions are payable for juveniles : 
under the age of 18. ‘ 

The rates of contribution vary for the three classes of insured persons and _ 
also, to some extent, in accordance with age, sex and rate of remuneration. 
Benefit rights vary somewhat with the contribution? but qualified persons in 
all classes are entitled to retirement benefit. 

The main weekly contribution rates? for insured persons and employers, 
including a percentage earmarked for the National Health Service? are as 
follows: 


i) 


Employer of Self- Norn | 

— naan employed | employed | employed — 

P person person - person a 
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In the case of employed persons earning 30s. or less a week, the employer 
pays a larger share of the contribution, that is, 5s. 9d. for men and 4s, 5d. for 
women, the employed person paying correspondingly less. % 

An additional contribution of 4d. a week for men and 3d. a week for women 
is required from employed persons under the National Insurance (Industrial 
Injuries) Act, which brings the total insurance contributions tana from this 
class to 4s. 11d. and 3s. 10d. for men and women respectively. Boys and girls 
pay an additional 24d. and 2d. respectively. 


os 


( mn 
; 
"s 


1 Described in Chapter III Financing Contributory Benefits. 

2Class I contributors are entitled to all benefits; Class II contributors to all. except 
unemployment benefit; Class III contributors to all except unemployment and sickness benefits 
and maternity allowance. 

’ The detailed rates are set out in the First Schedule of the National Insurance Act, and 
will be found in Appendix II of this memorandum. 

4The Health Service contributions are as follows: men over 18, 10d.; women over 18, 8d. a 
boys and girls under 18, 6d. Although the National Health Service is supported, in part, | y 
insurance contributions, services are not conditioned on any insurance qualifications, they @ 
available to everyone. 
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_ The rates for the Exchequer Supplement for each contribution are as follows: 


For Por For For 
eee employed Sriniouty self- non- 
person DiOy. employed | employed 
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The mein weekly contributions of insured persons and employer, the amount 
of the Exchequer supplement, and the contribution for industrial injuries are 
shown below:— 


: : Men Women Boys Girls 

Classes of insured persons 18 and 18 and under under 
over over 18 18 

Baa s. d s. d s. d 


I. EMPLoveD PERSONS 


Lotal paid by insured person’. {) 6: «.2. 2.1... 60... Ay 5210 2 103 2 ee 
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1The State contribution for industrial injury is a lump sum amounting to one-fifth of the 
total contributions of employer and employee. 


In 1951 the contributions will be increased by 4d. a week for insured men 
and women, the addition being allocated equally between insured persons 
and employers in the case of employed persons. This higher permanent rate was 
provided for in the legislation to relieve the Exchequer of a part of the increasing 
burden of expenditure due almost entirely to the growth in the cost of retirement 
pensions. The increase for boys and girls under the age of 18 will be 2d. © 


Credited Contributions 


The payment of contributions is not necessary under certain conditions: 
full time students and unpaid apprentices may be credited with contributions. 


Also, contributions are not payable during periods of unemployment or incapa- 


city for work by reason of sickness or disability but are credited to the contri- 
bution record of the person concerned. An insured woman is credited with 
contributions for any weeks in which she receives an attendance allowance or 
a maternity allowance. Further, where injury benefit is payable under the 
National Insurance (Industrial Injuries) Act, the person receiving this benefit 
is credited with contributions under the National Insurance Act during his 
incapacity. These credited contributions count for some purposes in the same 
way as contributions actually paid but generally no benefit is payable unless 
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a prescribed number of contributions have actually been paid. Where credits — 


are granted for a period during which income does not exceed £104 annually, 
they do not count,for Retirement Pension. | ve ‘ 
Contributions do not fall due and are not credited during periods of 
imprisonment or detention in legal custody. The person imprisoned or detained 
may pay contributions as a non-employed person or, if he were previously 
self-employed, may pay contributions as a self-employed person. 


Married Women . 

The special arrangements for married women are based on two main prin- 
ciples: first, that no married woman should be compelled to pay contributions; 
and second, that a woman should not, by marriage, forfeit any insurance rights 
already acquired if she wishes to retain them. Husband and wife are, therefore, 
generally treated as a team; that is, a wife may be excepted from paying con- 
tributions and be entitled to benefit by virtue of her husband’s insurance. She 
may, on the other hand, elect to continue in insurance, and by.paying contri- 
butions in the appropriate class qualify for benefits in her own right.1 Regard- 
less of her choice the employer of a married woman is required to pay his 
contribution on her behalf. 


BENEFITS 

Basis of Rates 3 

One of the principles on which the program is based is the payment of 
uniform rates of benefit for the various main.contingencies covered. For this 
reason, pensioners are now entitled to the same basic rates as the unemployed, 
whereas under the previous scheme the weekly rate of unemployment benefit was 
more than double the pension rate of 10s. The benefits are intended to provide 
a uniform subsistence minimum based broadly on the cost of living. In setting 
the rates, it was considered impracticable to fix a general level of benefit 
sufficiently high to meet variations im personal needs, since these differ with the 
individual and the area in which he lives.2 Adjustments in case of need are 
therefore left to the assistance program. Similarly, the principle of automatic 
adjustment of the benefit rates to a definite cost of living was rejected as 
unfeasible. Instead, provision is made for a thorough-going review, every five 
years, of rates and amounts of benefit in terms of the circumstances of insured 
persons, and the expenditure necessary for the ‘preservation of health and 
working capacity.’8 


During 1949 considerable pressure was put on the Government by pension | 


associations to increase the basic pension of 26s. to 30s. a week, with 50s. instead 
of 42s. for a man and wife, largely on the basis of the increased cost of living 
since 1946. This plea was rejected on the grounds that it would upset the prin- 
ciple of uniform benefits, would substantially increase the costs to the contributor, 


the employer, and the Government, would be premature prior to the analysis | 


of the scheme as a whole in 1951, and also that generous assistance supplements 
were being paid.4 


1 There is no choice in the case of insurance against industrial injuries. An employed 
married woman is compulsorily insured under the Industrial Injuries Act. 
2 It was found, for example, that in the case of beneficiaries who received supplementary aid 
under the previous program that rents varied from 2s. 6d. to 20s. a week. 
The first of these periodic studies is to be made in 1951 and will follow the actuarial 
review of the operations of the Insurance Act. 
_*The average payment to supplement retirement and non-contributory pensions has been 
estimated at 9s. 3d. weekly. 
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Basic Pension - 


A retirement pension of 26s. weekly is payable for life to a man over 65 


‘or a woman over 60 who has retired from regular employment and has met two 


contribution conditions: The insured person must have paid at least 156 
(3 years’) contributions between the last date of entry into insurance and the 
date of attaining pensionable age; and, at the date of reaching pensionable age, 
must have paid or credited a yearly average of not less than 50 weekly 
contributions. E 


Dependents 


The basic weekly rate of pension may be increased by 7s. 6d. per week for 
a child under school-leaving age and 16s. per week for an adult dependent, 
defined as a wife under pensionable age whose earnings do not exceed 20s. weekly. 
Child includes anyone treated as a child for the purposes of the Family Allow- 
ances Act. If there is more than one child in the family the increase will apply 
only to one child, that is, the elder or eldest child under school-leaving age. 1 


Wives of Pensioners 


A woman who has reached 60 years of age and is the wife of an insured 
man is entitled to a retirement pension by virtue of his insurance, at the rate of 
16s. per week if he has qualified for pension and both husband and wife have 
retired from regular employment. This 16s., which is the dependent’s allow- 
ance while the wife is under pensionable age, is payable as a pension to herself 
when she is over 60. During the time that her husband continues in employment 
his wife is not eligible for pension. However, when he retires or reaches the 
age of 70, she receives her share of the pension and all the increments earned by 
his employment beyond pensionable age. 


Self-Insured Wives. A woman who is married and is herself an insured 
person can, if qualified on reaching pensionable age, claim a retirement pension 
in her own right as an alternative to a pension by virtue of her husbands’s insur- 
ance. This might secure for her a higher rate of pension, depending on her 
average contributions, and would secure continued pension rights in the event 
of the death of her husband and her subsequent remarriage. She is not entitled — 
to retirement pension by virtue of her own insurance if the number of con- 
tributions paid or credited to her between the date of her marriage and age 


60 is less than one-half the total number of contribution weeks in that period. 


Retirement Condition 


An injured person is obliged to give notice of retirement from regular 
employment to qualify for pension. He is then treated as retired if he is 
in the non-employed class, or, if employed or self-employed, he does not work - 
more than 12 hours a week or more than one-quarter of the normal working 
week in his particular occupation, whichever is more favourable to him. These 
conditions do not apply if he has reached the age of 70, or in the case of a 
woman, 65 years. 


Effect of Earnings during Retirement 


The introduction of a retirement condition for pension required some 
limitation of earnings after retirement. A pensioner under 70, or 65 years 
for a woman, may earn 20s. per week. Any earnings in excess of that sum 
are deducted from the amount of the retirement pension normally payable 
and, for this purpose, a retirement pension includes any increase for a child 
or an adult dependent. The weekly rate of pension is reduced by 1s. for each 


1 Family Allowances are payable for children after the first. 
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shilling earned in excess of 20s.. Earnings for one week affect the pension in 
the following week, but no reduction for earnings is made for the first week 
after retirement. After the age of 70 for men and 65 for women, earnings do 
not affect the rate. When a husband claims a retirement pension in respect 
of his wife, the 16s. increase is payable, provided she is not engaged in an 
gainful occupation from which her weekly earnings exceed 20s. sie 
The earnings taken into account are limited to net remuneration or profit | 
from any gainful occupation or occupations. In so far as earnings consist of 
salaries or wages, no account is taken of reasonable expenses incurred by the 
person in respect of his employment, or of any sums for which deduction is 
authorized by Statute, e.g., social insurance contributions. 


‘oy 


Effect of Low Average of Contributions ? 


The full rates of benefit, but not the increase in respect of a child or the 
increments for deferment of pension, are subject to reduction on a sliding scale 
if the yearly contribution average does not reach the required minimum. The 
following table shows the reduced rates of pension payable when the yearly 
average of contributions paid or credited falls below 50: 


= Retirement 

Pet ca : ; etirement pension 

Yearly average of contributions paid or credited poison nn roepect 
of a wife 
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Deferred Retirement 


If an insured person, on reaching pensionable age, does not retire, but 
carries on with his ordinary work, his pension when he does retire is at a 
higher rate. 1 It is increased by 1s. a week for every 25 contributions paid as 
an employed or self-employed person for five years after pensionable age, 
that is, between 65 and 70 for men and 60 and 65 for women.2 The pension ~~ 
of a wife, payable on her husband’s insurance, is increased in the same way for 
every 25 contributions he pays while both are over pensionable age. Con- ; 
tributions paid by the husband for any period when he is over 65 but while 
his wife is under 60 do not serve to increase the wife’s pension. i 


‘ 


1 In view of the shortage of labour it was thought necessary to encourage the aged to stay 


at work whenever that is possible and desirable. 


2 The Royal Commission on Population considered this increment inadequate as an incentive 


but it is double the amount proposed in the Beveridge Report and in the White Paper of the 
Coalition Government. o 
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q : If the basic retirement pension payable at 65 and 60 years is subject to 
ee cucuon because the contributions’ qualification has not been fully satisfied, 
this does not affect any increase which may be earned by the deferment of 


retirement and continued payment of contributions. 


? If the insured person does not retire and is still at work or in business 
on reaching the age of 70, or 65 for women, then the retirement pension is paid, 
with the added increment, without any restriction. No contributions are payable 
after these ages. The married man who works and contributes continuously 
up to age 70 with a wife of 65 or over, receives the top rate of 36s. a week for 
himself and 26s. a week for his wife for the remainder of their lives. 


Ne 
‘ 


Other Benefits. Unemployment and sickness benefits are not normally 
payable to. persons over pensionable age but if a person who has deferred 
retirement becomes unemployed, or falls sick, benefit is payable at a rate not 
higher than the normal rate of pension if he had retired. This is to his advantage 
because there is no reduction for earnings as would have been the case if a 
retirement pension had been paid. Where the insured person is a woman who 
is, or has been, married the rate of benefit is calculated by reference to any 
retirement pension which might have been payable on her own insurance. 


Position of Late Age Entrants 


A person who was not insured under the former contributory plan and 
who had reached retirement age when the new program came into operation 
is not included in the scheme. A person who last entered the previous pension 
scheme before September 30, 1946, and was then within five years of pensionable 
age cannot qualify for retirement pension for five years. Those who were 
within ten years of pensionable age on entering the previous scheme on or 
after September 30, 1946 cannot qualify for ten years. 
. Similarly, a person who was within ten years of pensionable age, that is, 
55 in the case of a man or 50 in the case of a woman, and was not an existing © 
contributor under the previous contributory scheme, cannot qualify for retire- 
ment pension for ten years. Such a person is not liable to pay a contribution 
as an employed or self-employed person after the normal pensionable age of 
65 for men and 60 for women. If he is employed, his employer’s contribution 
continues and counts for his retirement pension.! If he is self-employed he 
may pay contributions at the non-employed rate to maintain his contribution 
record while he is completing his ten years’ qualifying period. 
On reaching the age of 65, or 60 for a woman, but late age entrant may, 
however, elect not to qualify for retirement pension but to receive a fund of 
the retirement portion of the contributions he has already paid, together with 
interest. In this event, he would not pay any more contributions. Under 
various circumstances, it might be to his advantage to maintain his contribution 
record for the ten years, even up to 72 or 73 years of age; if for example, he 
has a younger wife who would be helped by the retirement pension or the death 
grant available to her by reason of her husband’s insurance. 


Claims for Benefits 


Retirement pensions must be claimed within four months before the pension 
age if arrears of pension are not to be lost. Even if a person intends to go on 
working after retirement age he is expected to make this preliminary claim 
because sickness and unemployment benefit can only be paid after pension 
age to those whose right to pension when they retire has been proved. The 
preliminary claim also enables the pension to be paid promptly when notice 
of retirement is given later on. 


, 


1 Also for widow’s benefit and death grant. 
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Widow’s Benefits. Ii a pensioner dies, leaving a Wife under pensionable 
age, three types of widow’s benefits are available on the basis of the husband's 
insurance and on the same contribution conditions as a retirement pension. For 
the first thirteen weeks of widowhood a widow’s allowance at 36s. a we 
is payable with an additional 7s. 6d. a week for one or more dependent childrel 
This is followed by the widowed mother’s allowance of 33s. 6d. a week, including 
7s. 6d. for the first child if there are dependent children, When the children 
are no longer dependent, a widow’s pension at 26s. a week is payable, if the 
widow is then over 40 years of age and not less than 10 years have elapsed 
since marriage. If there are no dependent children, the initial widow’s allow 
ance is followed by a widow’s pension at 26s. a week providing the widow is 
over 50 and has been married for not less than ten years. A 


Death Grant. A death grant is payable for expenses incurred in connection 
with the death of an insured person or a member of his or her immediate family 
if 26 contributions have been paid or, under certain circumstances, credited, 
and a yearly average of 45 contributions paid or credited. The standard 
rate of the grant is £20 on the death of an adult over 18 years of age, scaling 
down to £6 for’a child under the age of 3. If the full conditions have not been 
met, a reduced grant is payable. 


MG 
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Administration 


The Minister of National Insurance is responsible for the administration 
of the National Insurance Act, the National Insurance (Industrial Injuries) Act 
and the Family Allowances Act. In addition, the semi-autonomous National 
Assistance Board, which administers the National Assistance Act, is responsible 
to this Minister and reports to Parliament through him. The Minister - of 
National Insurance is thus responsible for the major income maintenance pro- 
erams which have been outlined in the chart following page 7. These are all 
inter-related in various ways through statutory provisions and regulations. : i 

_ National Insurance is the largest and most comprehensive of these pro- 
grams. In guiding its operation the Minister has the assistance and advice of 
the National Insurance Advisory Committee, consisting of a chairman and coil 
members. Of these, three members must be appointed after consultation with 
organizations representing the various interested groups. One of the principa. HI 
duties of the Committee is the consideration of regulations. The Minister is 
required to submit to the Committee a preliminary draft of any regulations 
which he proposes to issue. The Advisory Committee then examines and pub- 
lishes the draft, giving opportunity for objections to be lodged by the people 
affected. Its recommendations must be submitted to Parliament along wit h 
the draft regulations, together with the reasons for rejecting any he 
recommendation. 

A second type of advisory service is provided by the local advisory con n- 
inittees which are being set up throughout the country to advise on matters of 
local administration. The local committees also include representation of 
interested groups. Problems of general policy may be referred to the loca 
Committees for consideration and they may bring to the notice of the Minister 
any special problems arising in any area. re 

Administrative offices include, besides the headquarter’s office, a large 
Central Record Office which contains the life record of all insured persons | and 
regional offices controlling a net-work of local offices through which the routine 1e 
administration is carried on. ie 


Contribution. Contributions are generally payable by means of insurance 
stamps which may be purchased through any Post Office. These are affixed te 
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individual insurance cards. It is the responsibility of every insured person to 
apply for the first insurance card; provision is made for renewal at the end 
of the current period without further application. Self-employed and non- 
_ employed insured persons retain and stamp their own cards. An employed person 
_ gives his card to his employer, who is primarily liable for payment of the 
employed person’s contribution which is then recovered by deduction from wages 
or salary. While the card is in the custody of the employer, the worker must be 
allowed reasonable opportunity to inspect it. 


Benefuts. Claims for benefit are submitted initially to an insurance officer 
» and, with certain exceptions, are paid through local offices. Retirement pensions 
are payable through Post Offices. vs 
7 Benefit payments under the income maintenance programs may not overlap. 
_ Provision is made for disqualification or suspension of benefit during. certain 
_ periods, such as defined absences from Great Britain and imprisonment or deten- 
tion in legal custody. The benefit may be adjusted or suspended where a 
person is undergoing medical or other treatment as an in-patient in a hospital 
or similar institution. ‘ 


a ae 


Appeals. Appeal tribunals are set up in each local area. A local tribunal 
- consists of three members, representative of employers, employed persons and 
other insured persons, who are drawn from panels appointed by the Minister’ 
for the whole of Great Britain, each panel functioning in one area. In a case 
_ where the claimant is a woman, at least one of the members of the tribunal, if — 
practicable, is to be a woman. ea: 
The tribunals hear appeals against decisions given by insurance officers om 
all questions except those reserved for determination by the Minister or by the 
~ machinery of the Family Allowances Act. An appeal against a local tribunal’s 
- decision may be made at the instance of an insurance officer, a claimant or a 
_ trade union of which the claimant is a member. These appeals are heard by the 
_ Commissioner of National Insurance. Leave to appeal must be obtained from 
_ the tribunal, or where the tribunal’s decision was unanimous, from the Com- 
- missioner. In the case of questions which the Minister must determine, there 
is right of appeal on a question of law to the High Court, or the Minister may 
himself refer the matter to the High Court for decision. 
| It is with the guidance of the regulations, supported by the growing body of 
- interpretations of appeal tribunal and decisions of the High Court that con- 
sistency and integration are being achieved in this highly complex program. 


IJ].— FINANCING CONTRIBUTORY BENEFITS 


ee 


Financial Structure! 


The National Insurance Program is financed mainly by the contributions 
of employees and employers and moneys provided by Parliament. Part of the 
, Exchequer share is in the form of a supplementary payment for each contri- 
bution of insured persons and employers. The remainder is an annual grant 
- fixed on a rising scale until 1955 to meet the estimated liability not covered 
_ by the contribution. After 1955 the amount necessary for this purpose will be 
determined by Parliament. 


‘ 


\i 1The estimates in this chapter, unless otherwise stated, are from the Report of the Govern- 
| ment Actuary when the National Insurance Bill came before Parliament in 1946. These are 

the only available figures showing trends of expenditure and the relation of retirement costs to 
_ other costs. The first ‘actuarial analysis of the operation of the program is scheduled for 1951. 
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National Insurance Funds 


The financial structure of “the Nee Insurance program is based on two — 
major accounts, the National Insurance Fund, a current account, and the | 
National Insurance (Reserve) Fund, a capital account. All contributions of & 
insured persons, employers and the Exchequer are paid into the National © 
Insurance Fund, together with interest on the Reserve Fund. Out of the 
Insurance Fund are paid all claims for benefits, administrative expenses, con- 
tributions of the National Health Service, and such surpluses as Treasury may | 
approve from time to time for payment into the National Insurance (Reserve) — 
Fund. The Reserve Fund was established with the transfer of all the capital — 
assets of the thirteen separate accounts of the social insurance schemes which — 
were superseded by the National Insurance program.2 These included the © 
various Pension Funds, the Health Insurance Funds, and the Unemployment — 
Fund, the total assets of which amounted to approximately £611 millions in ~ 
1945. The income from the Reserve Fund is paid into the Insurance Fund, but — 
capital transfers may only be made by resolution of the House of Commons. ~ 
An initial capital transfer of £100 millions provided the working balance of the — 
National Insurance Fund. q 

Although the two funds are under the Minister of National Insurance, a ~ 
large part of the effective control rests with Treasury, which directs investment 
of the surpluses through the National Debt Commissioners and may, with © 
Parliamentary approval, raise or lower contributions for the purpose of stabiliz- j 
ing employment. Preparation of accounts 1s also under the direction of Treasury — 
and the periodic actuarial reviews of the operation of the program, required by — 
Statute, are the responsibility of the Government Actuary. The important role 
of the Treasury seems to indicate an emphasis on the funds as an Instrument © , 
of budgetary policy. 

The Insurance program is financed on a pay-as-you-go basis from special 
and general taxation. The individual contributions are, in effect, a direct tax on | 
all insured persons, and the employer contribution an indirect tax on employers. — 
The Exchequer Supplement and most of the interest on the Reserve Fund is_ 
met out of general taxation; the interest being largely a transfer payment from ~ 
the Central Government since most of the securities held are part of the — 
National Debt. The rising costs of retirement pensions until 1978 are also to — 
be borne by the Exchequer, not by the Reserve Fund.? At the present time the ~ 
chief function of the large and increasing surplus held in the Reserve Fund — 
seems to be its earning capacity and its value as a credit item in the national — 
accounts., Although the actuarial estimate of the income from the Reserve Fund — 
is £21 millions annually (compound interest estimated at 23 per cent) untill 
1978, it rose to £24 millions in 1948.4 If there should be a pralonwed period of 
mass unemployment, capital from the Reserve Fund might be used to help — 
subsidize consumption through reduced rates of contribution, but with an un- | 
employment rate of 1-8° in January, 1950, this does not seem an immediate — 
issue; a rate of 8-5 was allowed in the actuarial estimates, 

The total estimated contributions of both insured persons and employers, — 
shown in Table 1, together with the interest on the Reserve Fund, bring into — 
the Treasury upwards of £333 millions annually. With the already heavy > 
income tax burden in Great Britain it would not be practicable to collect this” 
large sum as taxes.® Contributions, on the other hand, have become an accepted — 


1 Not including the Industrial Injuries Fund, which is a separate account. . 4 
2See Appendix V. Y 
8 Report of Government Actuary, 1946. "i 
wa National Income and Expenditure of the United Kingdom 1946 to 1948. Cmd. 7649. “April, . 


5 Number registered as unemployed expressed as a percentage of the estimated total of ; 
Oa insured under the National Insurance schemes. Monthly Digest of Statistics, F Se as 


6 The effect of taxes on income is shown in Appendices VI and VII. 
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tradition from long association with mutual benefit schemes and social insurance. 
Nevertheless, the flat rate contribution falls heavily upon both the employed and 
self-employed of low income. Its effect is modified somewhat by the lower con- 
tributions and exemptions allowed for low income, by the generous administrative 
provisions for crediting contributions under various circumstances, and by 
various adjustments as between benefits. The insurance contributions (including 
Industrial Injuries) of insured persons in Class I have been estimated at 
approximately 5 per cent of average weekly earnings!, and the average em- 
ployer’s contribution has been estimated at something under 5 per cent of 
payroll.2 No comparable estimate is available for the self-employed and the 
non-employed. 


TABLE I 


NATIONAL INSURANCE INCOME AND EXPENDITURE, 1948-19783 


—— 1948 | 1958 | 1968 | 1978 
£ millions 

Total estimated expenditure on benefits...................... 452 545 678 749 
MIA OMEN ALGOC: ANCOMIO.,.. fe ac arte #iys'y shelsn ico < Wdee daiw'viald’s Males ¢ 416 438 439 411 
Interest on assets of National Insurance (Reserve) Fund... on 21 21 21 
(Insured persons............. 175 189 189 176 
Receipts from contributions {Employers................. 138 145 146 136 
!' TeAPxehequer (i). é pide ofa xs 82 83 83 78 
- Balance of expenditure, met from Exchequer (b).............. 36 107 239 338 
(SU TENETE Ec, 20a (0 Wes an 7) ets esr eo ng 118 190 322 416 


“ 


AGE FACTOR IN THE ESTIMATES 


In drawing up the actuarial estimates, an evaluation was made of the 
weekly contribution which the entrant at school leaving age would have to pay 
until pensionable age in order to provide on the average for the cost of benefits 


_ to which he and his dependents would become entitled. The estimated income 


from contributions was then measured in terms of annual expenditure on benefits 
and administration to show the amount which would have to be made up from 


PA the Exchequer. Although contributions from the initial age to retirement age 


were estimated to meet the full costs of benefits of people entering the scheme 


on school leaving age, the actual costs could not be met in this way, because 


people insured under earlier programs were to be brought into the scheme at the 
beginning, and new classes (self-employed and non-employed) were to enter at 
various ages, thereby increasing the costs, particularly of retirement pensions. 
This additional burden was placed on the Exchequer. 


Deferred Retirement. In addition to the basic assumptions which had to 
be made in regard to the many statistical elements entering into the estimates, 
such as the composition and size of the future population, mortality and fertility 
rates, etc., consideration had also to be given to special facts affecting each 
part of the program. Allowance was made, for example, for the effect of the 


1U.K. Information Office. Social Services Finance. June 1949. 
2 Social Security in Britain by Geoffrey May in Public Welfare. February, 1947. 
3 Estimated on basis of the Bill. The Act as passed included an increase in contributions 


_ and expenditure on account of more liberal arrangements for the payment of sickness benefits 
to the self-employed. 
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option given to the employed and self-employed to qualify for larger pensions 
by deferring retirement. Although there were no data available on which to 
base an estimate on the incentive value of the increased pension for deferment 
of retirement, it was assumed on the basis of experience that 40 per cent of 
employed men and women would give up work immediately on reaching pension 
age, that a further 30 per cent would retire in the course of the following five 
years and that the balance would be at work when they reached the deferred 
retirement age of 70 for men and 65 for women. ~ 

The extent to which the cost of benefits to wives and widows should be 
paid for out of men’s contributions also had to be determined. It was decided 
that a woman who was insured throughout her working lifetime would, in so far 
as practicable, pay only for her own retirement pension and would not con- 
tribute towards the general cost of wives’ and widows’ pensions. The contribution 
for insured men was correspondingly fixed so as to meet the cost of their own 
pensions, together with an additional amount to cover the cost to wives and 
widows over age 60 as would not be covered by other means.! 


EXPENDITURES 


Expenditure on retirement pensions from 1948 to 1978 is expected to rise, 
as indicated in Table 2, from £238 millions to £501 millions. This is an increase 
of from 538 per cent of the total expenditure on National Insurance in 1948, to 
67 per cent of the total in 1978. 


TABLE 2 


EstimateD EXPENDITURES ON NaTIONAL INSURANCE 


— | 1948 1958 | 1968 1978 
£ millions 
Benefits— | 
He lemon ur DOnSlOnaiek end) it Sahay nahn ae rae ek Ee 238 301 421 501 
Widows’ benefits and guardians’ allowances.............. 22 35 42 40 
nem ployment penen tei: ca), Uh Tieiseocee ub een 94 94 94 89 
BIO MOES ONG ING), Alois athe L Llks Stated ee ee ke ee 70 83 86 81 
Niher avin One Tua eo i2 a oe eS. | sak SMe Bi als bt oe cree 2° 8 8 8 \ 
BORE OT ADT eer er eek Tk Ue tS eeee ed MeL Le ] 6 9 12 
GetHOMAU LO IMISETAGION FS oe. he det ik GR gee ee Ole aha 18 18 18 18 7 
ECS AOR RESON Or ae RON SOR yk SoM St aint cht 452 - 545 678 749 


Expenditure in the first year is not strictly comparable with that of later years — 
because it does not include the cost of pensions for persons brought into insurance _ 
for the first time, mainly self-employed and non-employed. In 1949, the actual — 
cost of retirement pensions was £253 millions.? b. 
Aside from retirement pensions the expenditure, as indicated in Table 2 and 


the chart following, remains fairly constant. Income from contributions of — 
insured persons and employers takes a similar course. It is apparent that the 
steeply rising trend of the charge placed upon the taxpayer by National Insur- 
ance is determined almost entirely by the expenditure on retirement pensions ~ 
which, after increasing to £501 millions in 1978, mature gradually over a very 2 
long period. It is this rise which explains the estimated increase in the Exchequer 
share of total expenditure over the 30 year period from £118 millions, or 26 per 
cent in 1948, to £416 millions, or 56 per cent in 1978. 


ve et 


1i.e., the pre-marriage contributions of insured women who marry and the contributions of — 
employed married women and their employers. The whole cost of widowed mothers’ allowances — 
and of widows’ pensions up to age 60 was placed upon the men’s contributions. . 
2 Ministry of National Insurance. 
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ESTIMATED EXPENDITURE ON RETIREMENT PENSIONS 
COMPARED WITH TOTAL ON OTHER BENEFITS 
UNDER NATIONAL INSURANCE ACT. 


retirement “| 
OTHER BENEFITS ae 


£ MILLION 
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Cost to Government of Social Security Programs 


The total estimated cost to ‘the Exchequer of the major insurance and assist- 
ance programs, together with the National Health Service but excluding war 
pensions, is shown in the following table of National Services.1 


: 


TABLE 3 


NATIONAL SERVICES 


Increase 
Program 1949-50 1950-51 or 
Decrease 
£000 £000 £000 p 
Matounl Health Service, «,. yc. sanceobun Miya mee ees Mur’ 244,560 | 374,354 +129,794 
Contributions to National Insurance and Pensions Schemes: 
INGE OMe Le LNSUTHT COME, UN GN hh tei cealtee Lt an a iaetaraaes eee | UE uaa 141, 000 145, 625 + 4,625 
National Insurance (Industrial Injuries) Fund............... 6, 000 GC O00 TOS ierat fuse 
INP ACHI A AL RIBTANCO OURS o.oo. ye RN eM ie RIN a ie Sg Se 9 55, 650 54, 765 —_ 885 
Old Age Pensions (non-contributory)........ 0.0.0.0 beeen ewes 27,675 255150 — 2,525 
PETAR PATIO ANCOB.) ho eda ao aha aie uae Om pee a dig ited SBR ERS aes 60, 236 61, 987 + 1,751 
"ies PST MPR MO NDA Cal RE ioe aca ale Ma Lp a NE 535, 120 667, 880 +132, 760 
Per cent of total ordinary expenditure...............,.0.0000000- 15-49 19-33 +. 3:84am 


IV. Non-ContrRIBuTORY Outp AGE PENSIONS 


Non-contributory old age pensions, one of the two supporting programs which 
provide financial assistance to aged persons not eligible for retirement pensions, 
are payable to men and women who have reached 70 years of age and who meet 
certain qualifications of residence, citizenship and need. This program, author- 
ized under the Old Age Pension Act, 1936,7 1s being continued as a transitional — 
method of assisting persons who were in receipt of these pensions on July 5, 1948, | 
and new applicants who qualify before October 1, 1961. Payment of these pen- : 
sions will eventually be brought to an end under the terms of the National — 
Insurance Act, by which persons may not qualify for non-contributory pensions — 
unless they have reached 70 years of age by the prescribed date in 1961. At ‘hom 4 
end of the transitional period, assistance to the aged will be provided solely — 
through the National Assistance program. ig 

Non-contributory old age pensions were first introduced in 1908, when pen- q 
sions of from 1 to 5s. weekly were granted on a means test basis to persons 10% ai 
years of age or over. The maximum rate of pension was increased in 1919 to 10s. 
weekly. There was no further change in rates until, in 1946, the maximum rate — 
of non-contributory pensions was increased to conform with the new rates set — 
for retirement pensions, that is 26s. weekly with 16s. weekly for married women — 
living with their husbands. 

Although the age qualification remained the same, the means test was con- — 
siderably liberalized. The most important changes were the increase in maxi- a 
mum ‘allowable resources from £49 17s. 6d., under the 1936 Act, to £89 5s. in 1946, — 
the abolition of the household means test and the repeal, in 1948, of the provis- — 
ion disqualifying inmates of workhouses. = 

At the end of December, 1948, there were approximately 453,4003 non- a 
contributory old age pensions in payment. This represents about 14 per cent — 


i" 


1 Source: Financial Statement, 1950-51, as laid before the House by the Chancellor of the a 
Exchequer, April 18, 1950, pp. 4, 9, 10, 12. 

2 As amended by the Blind Persons Act, 1938, the Pensions and Determination of Needs Act, 
1943, the National Insurance Act, 1946, the National Insurance (non-contributory Old Age 
Pensions) Regulations, 1946 (a) and the National Assistance Act, 1948. 

8 Including an unknown number of blind persons, many of whom were aged. 
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_ of the population 70 years of age and over as of June, 1949. Some 78 per cent 
of the men and 84 per cent of the single women and widows were receiving 26s. 
a week, and 88 per cent of the married women were receiving 16s. a week. The 
total cost to the Exchequer was £27,660,000. 

" Mention should perhaps be made here of the supplementary program through 
which additional aid is provided to pensioners who find either contributory or 
non-contributory pensions inadequate to meet their basic requirements. These 
supplements were first introduced in 1940 under the Old Age and Widows’ 
Pension Act, and for the next six years, more than 50 per cent of the pensions 
were supplemented. When the higher basic rates came into effect in 1946, about 
65 per cent of these pensioners no longer needed additional aid. The program 
of supplementary assistance was further liberalized when the various programs 
of assistance and welfare services were unified and extended under the National 
_ Assistance Act of 1948. In December of that year about 19 per cent of the 
recipients of non-contributory pensions were also receiving supplementary 
assistance. 


Eligibility Conditions 

Age, Nationahty and Residence. A non-contributory old age pension is | 
payable to a man or woman who has reached'70 years of age,1 and who has been 
a British subject for at least 10 years. In addition, 12 years’ residence in 
the United Kingdom after becoming 50 years of age is required of the natural 
born British subject; if the applicant is not British born, he must have had 
20 years’ previous residence. In determining residence for this purpose certain 
defined absences are considered as periods of residence. These are outlined 
in Appendix VIII.: 

Income and Property Qualifications. The full pension of 26s. weekly (£67 
12s yearly) is payable to a single person or a married man whose yearly 
resources, after deducting allowable unearned means of up to £39, do not exceed 
£26 5s., earned and unearned. The total allowable annual resources, including 
full pension, are therefore £132 17s. 

The means of each one of a married couple living together are taken to 

_ be one-half of their combined resources. Thus, the full pension of 42s. weekly, 
26s. for the husband and 16s. for the wife (£109 4s. yearly), is payable to a 
married couple whose yearly resources, after deducting unearned means of up 
to £78 do not exceed £52 10s., earned and unearned. The total allowable yearly — 
means, including full pension is £239 14s. 

The total resources and allowable income with which full pension may 
be paid are shown below: 


Maximum 
allowable resources Maximum 
Maxim iim ere ee ae annual 
Status yearly Initial ay Income 
pension exemption additional including 
for unearned means full pension 
means 
é, a. 'S £ ee £8 
Single person or married man................ 62. 12 39 26.5 133/07 
MMEEARTIOR CONDIG P50 2d le etc de wen Gods Sape> baount 109 4 78 52 10 239 14 


a ee a nn ssnpua-anr marmnaeel mamma 


1 Non-contributory old age pensions are payable to needy blind persons 40 years of age or 
over. A blind person is defined as one so blind as to be unable to perform any work for which 
sight is essential. 
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The amount of non-contributory pension payable to a sifigle person or | 
married man is reduced in respect of all other resources over £26 5s. up to a 
maximum of £89 5s., after which no pension is payable. Similarly the pension | 
for a married couple is reduced in respect of all other resources up to a maximum | 
of £178 10s., beyond which no pension is granted. The rate of 26s. weekly, — 
payable to a married woman on the death of her pep eat is likewise reduced ~ 
in accordance with her means. 

The amounts by which the weekly pension is reduced on account of 
resources within these limits are indicated by the following sample pension rates. 
The reduced rates are shown in detail in Appendix IX. 


Yearly means not exceeding Weekly rate of pension 
: Single person Married couple Single person Married couple 

22 S. Eo, S. . s. Ss. 

26 5 52 10 26 42 

42 0 84 0 20 rr Sb 

o2 10 105 0 16 SEN 

68 a 136 10 10 10 

89 5 


Although this reduction is made in all non-contributory pensions where the 
resources of the applicant exceed the prescribed amount, additional aid may be 
granted under the more liberal needs test of the National Assistance program. — 

Calculation of Means. In calculating: means to determine eligibility for — 
pension, the total value of means from the following sources is included: income ~ 
in cash, including voluntary allowances; the yearly value of property owned and ~ 
occupied; the value of free board or lodging; and the yearly value of investments — 
or other property which is not being used by the applicant himself. . 

In determining the yearly value of the property or investment, the first q 
£25 is disregarded; the value of the next £375 is calculated at 5 per cent and 
the value of any amount in excess of £400 at 10 per cent. In the case of a © 
married couple, these amounts are doubled, ‘the first £50 is disregarded, the 
value of the next £750 is calculated at 5 per cent, and the value of any amoung 
in excess of £800 at 10 per cent. 

Certain means are disregarded: the value of any furniture or personal 
effects belonging to the applicant, any sickness benefits received during a — 
period of not more than three months in any year, and any assistance grant 4 
under the National Assistance program. Where a husband is separated from his. 
wife any sum he pays towards her support under a separation order is deducted a 
from his means. 


Adjustment of Pension when Maintenance is Provided 


The value of maintenance in a hospital, or similar institution under the 
National Health Service is disregarded in calculating means, but the pension 
is adjusted so that it does not exceed 5s. weekly while the pensioner is being — 
maintained free of charge. This reduction becomes effective as soon as a single - 
person is admitted to hospital; it does not ordinarily take effect until a 
married pensioner has been in the hospital for eight weeks. At the end of 
1948, about 9,000 pensioners were receiving this 5s. payment. If the pensioner — 
has commitments outside the hospital, rent for example, this amount may be | 
supplemented by an assistance grant. ‘ 

The value of accommodation provided through Local Authorities under — 
_the National Assistance Act 1 is also disregarded, but the pension is not reduced | 


1See Chapter V. Assistance to the Aged under National Assistance. 
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as it is if the pensioner is in hospital. He receives the same pension as if he 
were living in his own home; out of this he pays the minimum charge of 21s. 
towards his maintenance. During the last six months of 1948, about 8,000 new 
non-contributory pensions were granted to persons living in this type of 
accommodation. 


Administration and Finance 


The administration of the non-contributory old age pensions program 
was transferred, in 1947, from the Customs and Excise Department to the former 


Assistance Board which was superseded, in 1948, by the National Assistance 


Board. Since both non-contributory old age pensions and national assistance 
are administered by the same Board administration and finance are discussed 
under National Assistance. 


V. ASSISTANCE TO THE AGED UNDER NATIONAL ASSISTANCE 


Financial aid to meet cases of need which lie beyond the scope of social 
insurance is provided by the National Assistance program, which complements 
National Insurance. It was designed to provide basic maintenance for persons — 
who, for one reason or another, fail to qualify for insurance benefits and to 
supplement those benefits under special circumstances. As the insurance program 
matures, the major role of assistance will be the provision of supplementary 
aid to meet unusual expenses which insurance benefits are not expected to cover. 


The keynote of the program is flexibility. Operating on the basis of a 
generous needs test, it provides assistance, at both ordinary and special rates, 
rental allowances, adjustments upwards in special circumstances, and single 
emergency grants. An important provision allows for assistance payments in 
cases of urgent need without preliminary investigation of resources. 


Introduced in 1948, the National: Assistance program replaced with a unified 
service the various schemes of financial asistance previously administered by 
the Central Government and the Local Authorities. These included: supple- 
mentary pensions, out-door relief under the Poor Law, blind domiciliary assist- 
ance, unemployment assistance, and tuberculosis treatment allowances. 


Although National Assistance is for all needy persons 16 years of age and 
over, the greater number of beneficiaries are people of advanced years. From 
the commencement of the program to the end of December 1948, the number of 
assistance allowances rose from 803,000 to over a million. About 35 per cent 
of this increase was to supplement either retirement or non-contributory old age 
pensions. A five per cent sample survey! of a total of 963,460 assistance recipients 
showed that after taking into account wives and other dependents, mainly 
children under 16, the total number of persons receiving aid from the National 
Assistance Board was nearly a million and a half. Two thirds of the women 
were over 60 years of age and nearly the same proportion of men were over 
65 years. Only 9 per cent of the men and 8-6 per cent of the women were under 
35 years. The available figures do not show how many of the assistance recipients 
receiving total maintenance were over 60 years of age. 


Rates of Assistance and the Needs Test 


Assistance to needy persons is normally given through weekly grants in 
money although, under special circumstances, the whole or part of the assistance 
may be granted in kind.2 The amount of assistance payable depends on the 


1 Conducted in November, 1948, five months after National Assistance was introduced. Find- 
ings are reported in the Annual Report of the National Assistance Board, 1948. Pp. 41-47. 


2 Assistance does not include any services provided by the National Health Service. 
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deficit between the applicant’s resources and his estimated needs. This is gen- 
erally determined by deducting.his resources from his requirements as calculated — 
according to a scale of assistance rates, and adding a reasonable sum for rent. — 
The rates are based on the amounts considered necessary to maintain a minimum ~ 
standard of living for the applicant and his dependents. | . 

There are two scales of assistance:1 one for all ordinary assistance payments, 
and a higher special scale for blind persons and persons suffering from tuber- 
culosis of the respiratory system. An aged person may benefit from either one, 
the actual amount depending on his circumstances and the number of his depen- 
dents. The ordinary and special rates are shown below. 


WEEKLY ASSISTANCE RATES 


(exclusive of allowance for rent)? 


Category Ordinary Special 
+ 8. d. s. d. 

PVE ATRL C GE COLD 70 ME ark Cee! hdiee g ssckug os vs GAA ine eal Mee te eit ae eerie kar 40 0 Bola Oe 
PUIG MONSEMOLET Shh Ain desl ce Seis ew caR toler bie are) Sc IR ON Loch Goa MO) Me teen er 24 0 39 0 
Other persons:— 

PLSCE AL GEIOV ER i Wire a tie ree oa Na Beenie Noa a ea Camas 4 wie erat 20 0 39 0 4 

SiMe oi Bul Bete eR See ae Rapa R UU aetan RA Th RANT CMR Lae) a Ra INE Ge ate nts 17 6 30 9 A 

aves oh kes (cohen ae MACON MNINI NRE OR Nets Ces nat be RNR Ao 5! 15 0 25 0 

JW. OE US (a ee mR eRe SE AA A Rs EERE KP ILRI Udy nan grON aap 3 10 6 10 6 

NSPE ere E Pm ie Sil. eles He Per i Me yak aids Ie Red a RRL CO RoE SACO cA, oagU A se Rte Ua 9 0 9 0 

ACS 4216 DU TEES (Sh Ot Se Os AOU TR CR ALMA DAME Cote DMR Syn ONES Aine ce ta aoe 7 6 7 6 


* 65s. when both husband and wife are in the special classes. 


1 


According to the ordinary scale, the maximum amount of assistance, — 
exclusive of rent, available to aged persons is 40s. for a married couple, 24s. for — 
a single householder and 20s. for a single person. The special scale provides an _ 
additional 15s. for a married couple one of whom is blind or tuberculous and — 
25s. if both need special care; a single adult person receives an extra 15s. and, 4 
in addition, is granted the benefit of the householder’s rate even though he may — 
be living in the home of a relative. j 

Increases for dependents are ordinarily granted only in respect of a spouse 
or dependent children under 16 years of age. Other members of an applicant’s — 
household, who are 16 years or over, are ordinarily expected to apply for an — 
independent grant. There are, however, exceptions to this general rule; in certain — 
cases, mental deficiency for example, a person other than a spouse or dependent. — 
child may be treated as a dependent of some other person. The total amount ~ 
of assistance granted is then the same as it would have been had the applications — 
been made separately. _ 


cy 


¥y 


Calculation of Resources. In calculating the resources of a single person, — 
only his own resources are taken into account; the resources of any other mem- © 
bers of his household are not considered as available for his support. When an | 
applicant has dependents, his resources and those of his dependents are calculated 


7 


_ 1 The system of differential rates for men and women and for rural and urban areas was — 
tried out but was discarded as impracticable in 1941. vi 
2The Minister of National Insurance recently announced proposed increases in the rates for 
National Assistance. About 1,200,000 people will benefit from these increases by which the 
rates for single men and women will be 26s. weekly and for married couples 43s. 6d. weekly. The 4 
increase in expenditure will be approximately £10,000,000 annually. 5, 


4 


a 
2 
‘3 


a 
a 
5 
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In general, assistance is not payable to persons with unprotected capital of — 
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jointly.t That is, only the resources of the group to be assisted are considered in 
determining their need. 2 


If the applicant is a householder, his resources are assumed to include 


contributions which non-dependent members of the household are expected to 


make towards rent and common expenses, such as the cost of fuel, light and 
cleaning materials. The standard rate of contribution assumed for this purpose 
is 7s. weekly. In some circumstances a reduced rate may be assumed, provided 
that the contribution of a single person whose resources consist solely of earn- 
ings of less than 70s per week, is not taken to be more than the following 
amounts: 


Weekly Earnings Assumed Contribution 
45s. to 70s. Ds 
25s. to 45s. 2s. 6d. 
less than 25s. none 


In assessing resources, the value of retirement benefits, non-contributory 
old age pensions and, where applicable, family allowances are taken into full 
account. Persons who have ‘been excused from registration for employment 
because they are old or disabled are allowed to retain the benefit of the first 20s 
weekly of earnings. As in the case of retirement pensions, this is done as an 
incentive to part-time work. Provision is also made for the deduction of 
reasonable expenses incurred in connection with employment and of any sum, 
the deduction of which is authorized by statute. 


War savings up to £375, or £750 in the case of a married couple, are dis-. 


regarded.? Death grants, maternity grants, and the value of an owner occupied 
house are disregarded. The value of capital up to £50 is also disregarded, but 
where the total value of capital is between £50 and £400, the amount of 
assistance payable is reduced by 6d. for each completed £25 after the first £50*. 


more than £400, but the Board may make special provisions where the capital 


is not liquid or has been set aside for some special purpose. 


Income from certain other defined sources, not exceeding a total of £1 
weekly, is not taken into account; details are set out in Appendix II. The value 
of resources not specifically mentioned in the Act or Regulations is included 
in whole or part, according to individual circumstances; applicants are ordin- 


arily allowed to retain the benefit of the first 10s. 6d. weekly for payments 
from voluntary or charitable sources. 


1A man or woman is liable to maintain his or her spouse and children under 16 years and 
the National Assistance Board, may apply for a Court Order for support, if necessary. 


* This principle was laid down under the Determination of Needs Act, 1941, although there 
were some exceptions to its application. Under the present Act, it is unnecessary for the Board 
to enquire into the resources of self-supporting members of an applicant?’ s household unless there 
is some question as to the appropriate contribution towards overhead expenses. This provision 
is to the advantage of single aged persons, some of whom were previously refused assistance 
because they were living with self-supporting children. 


8 The definition of War Savings is broadly any sums loaned to the Government after 
September 3, 1939, which actually represent new savings, as distinct from the conversion of 
other capital. assets. 


*This is not an estimate of the amount which capital may reasonably be expected to earn, 
but if the capital amounts to £400 the sum taken into account is 7s. a week, or £18 4s. yearly, 
which is about £8 4s. more than it would earn if invested at 23 per cent. 


a 
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Allowance for Rent . : 
In setting the allowances for rent, consideration was given to two factors: 
First, the variations in rental levels from one part of the country to another 
and among families of the same size living in the same general locality; and, 
second, the fact that expenditure on rent cannot be reduced during periods’ 
when earnings are temporarily interrupted. For these reasons, the additional 
allowance for rent is not a flat amount but is determined on the basis of what 
is reasonable in each individual case. Ordinarily, if an applicant, or the wife 
or husband of an applicant, is a householder or is living alone and is responsible 
for rent1, the amount granted is the net rent payable, or such part of it as is 
reasonable in terms of the general levels of rent in the locality in which he 
lives. Where the applicant is a member of another person’s household and ~ 
is over 18 years of age, he is generally allowed a share of the rent; the minimum 
addition for this purpose is 2s. 6d. and the maximum 10s. a week. | 


Survey Findings on Rent. The 5 per cent sample survey, indicated that the 
additional allowance for rent covered the whole of the net rent in 87 per cent 
of the cases where the applicant was responsible for it.2 In the remaining 13 per — 
cent where the applicants were left to pay some part of the rent, the average — 
rental exceeded the allowance by only 2s.8d. a week. In nearly half of these 
cases, self-supporting persons were*members of the household. Where the 
applicants were not directly responsible for rent the average addition was 
4s.6d. a week, although in 7-5 per cent of these cases no addition was necessary, 
usually because rent had been included in an allowance to someone else in the 
household. 7 

The considerable variation in rental amounts is indicated by the rang 
of average payments shown below: 


r 


3 
R 
Cc 
"0 


Category Assisted Range of Payments sae 
Per cent 
cETETS SO) RMIT AY DACA N C800 eat gia RMR Me ed A A a Re RA A awe ns CPR el Be dD 8s. and under...... 47-3 
Sswid.tol0s 2 a, 24-5 
Ws lds ort2ss sane 13-5 
Vet Dstt eek 2 ee 14-7 
Houseliohdérs with dependentai 2:6. chp ae a ee i 0s and under ....'. 1). 52-5 
108.) LG 0; 12sec 17-1 
12s) idi to T4ss4 11:0 
Over t4a.G eon to. 19-4 
Householders with non-dependents........0...... 0000 cece cee eens 12s. and under...... 58-0 
Weald: tol dsc: a 13-2 
14s. -ldy tonliss.. 02. . 9-6 
Over 1eule tis se 19-2 


Upward Adjustment of Assistance Rates 


The amount of assistance an applicant would ordinarily receive according 
to the scale may be increased under special circumstances. This discretionary 
power is considered of basic importance to the assistance program and, during 
1948, additions to the normal rate were made in more than a quarter of a 
million cases, at a cost to the Exchequer of nearly £2-9 millions. The main items - 


1 Rent is defined as the weekly rent or a proportion of the rent appropriate to one week. In — 
the case of a householder, it is defined as the weekly proportion of expenses, such as, taxes, 
hecessary expenditures on repairs or insurance, and any sum attributable to interest on a 
mortgage on the house in which he lives. Net rent is the rent less any proceeds from sub-letting 
a part of the premises. ; <a 


2 Thid. 
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“for which additions were made during the first six months were laundry, other 
domestic assistance, special diets and extra fuel. The average increase was 
—3s.3d. weekly. 


Single Grants 


Assistance grants, in the form of single payments, may also be made to 
meet exceptional needs which are unlikely to recur. Although single grants 
‘account for a comparatively small part of the total expenditure, they are more 
numerous and administratively more troublesome than the applications for 
continuing weekly allowances. 


Range of Assistance Payments 


The wide range of assistance payments, as reported in the sample survey, 
shows the variations in individual circumstances, as well as the way in which 
assistance payments are geared to individual need. The average assistance pay- 
ment for all recipients was 15s.4d weekly; 47-2 per cent received up to 10s. 
weekly and 4-5 per cent received over 40s. a week. The average payment 
to the largest group of persons, those who were receiving assistance to supple- 
ment retirement or non-contributory pensions, was 9s.3d. a week. Payment on 
the special scale! averaged 22s.3d. weekly to blind persons, a lower figure than 
the Board had anticipated, because most of the recipients were elderly and 
had few dependents. 


Aged Inving in Residential Accommodation 


Assistance Allowance. The weekly assistance payment to persons living 
in homes or hostels provided through Local Authorities is an amount sufficient 
to raise their resources to 26s. weekly. If no part of this sum is available from 
other sources, such as retirement or non-contributory pensions, the assistance 
allowance is the full 26s. to enable the recipient to pay the minimum charge of 
21s. a week for maintenance and to retain the prescribed 5s. for personal use. 
During the first six months of the program, some 20,000 persons were granted 
assistance for this purpose. 


E Provision of Accommodation. Although not directly an income mainten- 
ance program, the provision of residential accommodation is an important 
statutory responsibility placed on the Local Authorities by the National Assist- 
ance act.2 This accommodation is not for persons who are ill and require 
hospitalization, but is for other elderly, infirm or disabled people who are 
unable to lead a normal life in private quarters. As indicated above, they are 
required to pay for their accommodation, if not at regular rates, at least at the 
minimum rate of 21s. weekly and it is particularly from this low charge that 
needy old people benefit. The National Assistance Board is ordinarily not 
concerned except to ensure that each person has enough money to pay the 
required charge and still have 5s. weekly for himself. The Board has power, 
however, to order a Local Authority to provide temporary accommodation in 
cases of urgent need. 


| Other Services for the Aged 


The importance to old people of the mobile canteen services and the 
‘recreation clubs sponsored by voluntary organizations was also recognized 
in the National Assistance Act. Although the Local Authorities have no power 


1 See weekly assistance rates, p. 47. 

2'The program is supervised by the Department of Health (Secretary of State for Scotland) 
and is financed through local taxes and charges for maintenance and by Government grants 
towards construction. 


~~ 
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to establish these services, they may contribute to the finde of any MOreanie tan n 
which provides meals for old people in their own homes or makes recreational 
facilities available to them. 


VI. FINANCE AND ADMINISTRATION OF ASSISTANCE PROGRAMS 


Finance and Assistance 


The total cost of both non-contributory old age persons and National — 
Assistance is paid from funds appropriated by Parliament for the purpose. It 
thus represents a direct burden on the taxpayer. The total estimated expenditure 
for 1949-50 on all forms of assistance, including the cost of administration!, was — 
£87-4 millions. This expenditure includes not only the general assistance pro-- 
grams outlined in this memorandum, but other special assistance such as 
re-establishment and reception centres 2 and Polish resettlement. ‘The increase 
of £18-9 millions over the estimated total expenditure for the previous year is 
readily accounted for by the increased rates and more liberal needs test intro-— 
duced under National Assistance, the wide publicity given to the new programa 
and by the fact that 1948-49 was a transitional year. q 

However, the estimated total expenditure of £27-4 millions for non- con- 
tributory old age pensions in 1949-50 shows a decrease of almost £3 millions 
and would seem to be the beginning of a gradual reduction in expenditure on 
this program. The Government Actuary estimates that with the gradual trans- _ 
fer of a large part of the cost of non-contributory pensions to retirement pensions” 
the expenditure on non-contributory pensions will only be £1 million in 19788, 
and will finally be discontinued. 


Aside from the costs of non- -contributory pensions, aownes are not available 
to show the proportion of assistance expenditures spent solely on aid to the aged. — 
On the basis of estimates prepared by the Government Actuary two years before — 
the new Act was passed in 1948, the total expenditure on assistance, including — 
non-contributory pensions, would decrease from £53 millions in 1958 to £36 
millions in 1978. A slight increase of £1 million is shown for supplement aid” 
other than unemployment assistance. . 


Administration 


The administration of both non-contributory old age pensions and National 
Assistance is the responsibility of the National Assistance Board, which reports — 
annually to Parliament through the Minister of National Insurance. The Board, 
in addition to its general supervisory functions, is required to prepare draft 
regulations for the consideration and approval of the Minister and Parliament, 
and to perform any other related duties which may be assigned. The Board is 
composed of a chairman, deputy chairman and one to four members appointed 
by the Crown, at least one of whom must be a woman. ‘_ 

The administration ; is decentralized through local offices established through- { 
ont the country. Local officers receive applications for assistance, determine 
eligibility, decide on the nature and extent of assistance to be granted in each 
case and provide counselling service when necessary. Since the Board is required” 
to meet urgent need whenever it arises, the services of the Board are not restricted 
to ordinary office hours. In some cases, such as thinly populated areas, specia n 
arrangements are made giving officers of other Departments or Local Author! . 
ties responsibility for certain duties. 4 


* The estimated cost of administration of all assistance programs was a little over £4 milliona 
The proportion of administrative costs of assistance to the aged, to this total, is not availabig 4 

2 For people without a settled way of living. 

3 Source: Report by Government Actuary, 1946. Page 12. . 
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Advisory Committees. The Board is assisted in its work by Advisory Com- 
_mittees of persons with knowledge of local affairs and experience in matters 
relating to the duties of the Board. Main committees for wide areas advise on 
_ general policy and sub-committees attached to area offices assist with difficult 
- individual cases. Members of the former advisory committees for unemployment 
assistance, persons associated with the work of the former Local Pension Commit- 
tees and representatives of Local Authorities form the nucleus of the National 
Assistance Advisory Committees, 


Method of Application and Payment. Applications for assistance are made 
on short, simple forms obtainable at local Post Offices and offices of the Board. 
The completed forms are submitted to the Board, together with any other required 
information. Payments are normally made weekly, in advance, through books of 
orders which may be cashed at any Post Office. Orders for goods or services are 
issued when payment is made in kind. The Board may, if written application is 
made, appoint a person to act for an applicant or recipient of either form of © 
assistance, if he is otherwise unable to act for himself and none has previously 
been appointed to act for him. 


Appeals. If an applicant or recipient of aid is dissatisfied with a decision of 
the Board regarding eligibility, amount of assistance, payment in kind, and so 
forth, he may appeal the decision in writing to the National Assistance Appeal 
- Tribunal in his district. Similarly, Local Authority may appeal an order of the 
Board requiring them to provide temporary accommodation for persons not 
ordinarily resident in their districts. All decisions of an Appeal Tribunal are 
final. 

The Chairman and one member of each Tribunal are appointed by the Minis- 
ter of National Insurance; the other members are appointed by the Board from a 
panel of persons nominated by the Minister to represent the working group. 
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APPENDIX I 


HistroricaAL Nore oN Oup AGE PENSIONS LEGISLATION 1 


The first real departure from the Poor Law occurred with the passing 
of the Old Age Pensions Act, 1908. There had been considerable agitation in 
favour of old age pensions since the latter part of the nineteenth century. 
A Royal Commission on the Aged Poor had reported on the question in 1895, but 
had concluded that no fundamental change was needed in the existing system 
of Poor Relief. In 1896 the Treasury appointed a Committee on Old Age 
Pensions, whose report was followed by a Select Committee in 1899 and a 
Departmental Committee in 1900. Finally, in 1908, an Act to provide for 
Old Age Pensions was passed. It is noticeable that the scheme was not financed 
by compulsory contributions and the main effect was to enable people to receive 
a pension of Is. to 5s. a week on reaching the age of 70, subject to a means 
test, but not subject to the stigma of poor relief, nor was destitution made a 
condition. By the end of March 1909 some 500,000 aged persons were receiving 
these new pensions. - 

The Widows’, Orphans’, and Old Age Contributory Pensions Act of 1925 
provided, as from 4th January 1926, weekly pensions of 10s. (with allowances 
for young children) for the widows of insured men dying on or after that date, © 
while in the case of motherless children, orphans’ pensions at the rate 7s. 6d. 
became payable to their guardians. Six months later old age pensions, free 
of means test, were granted to all persons then over 70, or who reached that 
age between 2nd July, 1926 and 2nd January, 1928—if, before their seventieth 
birthday, they had been insured under the Health Insurance Scheme. As 
from this later date (2nd January, 1928) pensions began to be paid to insured | 
persons then of the ages of from 65 to 70, each insured person receiving a 
pension of 10s. a week on reaching 65. The wife of an insured man was entitled 
to a pension by reason of her husband’s insurance when she, or her husband, | 
if younger, reached the age of 65. 

Rates of contribution were: for a man 64d. a week each from the man 
and his employer; for a woman, 34d. from the woman and dd. from her employer. 

The Pensions Act of 1929 widely extended the field of widows’ pensions — 
by granting pensions at 55 to the widows of men of insurable status who had — 
died before 4th January, 1926. The pension began to be paid in general from | 
1st January, 1931, but widows who were already over the age of 60 on Ist — 
July, 1930, or who reached that age between these two dates, were given their 
pensions on the earlier date, or the 60th birthday (if later). 

In 1937 the benefits of voluntary insurance for widows’, orphans’ and old 
age pensions were extended to persons with small incomes, whether working 
on their own account or not, who had not the qualifications of insurable — 
employment essential to insurance under the main scheme. Previously the — 
opportunity to become a voluntary contributor was, in general, confined to — 
persons who had been insured under the compulsory scheme. The 1937 Act 
also broke the interlocking of Health and Pensions Insurance, so far as — 
voluntary contributors were concerned, allowing such persons to select the — 
insurance most suited to their needs. In so doing, the Act for the first time — 
enabled married women to become voluntary contributors for pensions. 

The Old Age Pensions Act of 1940 reduced the pensionable age for insured — 
women and the wives of insured men from 65 to 60, entitling over a quarter 
of a million more women to the benefits of the scheme. This Act also provided — 


_s 
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1 Excerpts from Social Insurance in Britain. Supplement to Home Affairs Survey, Refer- F 
ence Division, Central Office of Information, London. December 31, 1948. é 
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NATIONAL INSURANCE ACT, 1946 
FIRST SCHEDULE CONTRIBUTION RATES 
Part I 


EMPLOYED PERSONS 


Weekly Rate of 

5 Contribution 

Description of employed person ——_—_—___—— — 
Initial Permanent — 

rate rate | 


3 Sou neh 8.4 
Men between the ages of 18 and 70 (not including men over the age of 65 who 2 
have retired from regular employment)— 


Earning remuneration at a weekly rate exceeding 30s.............0. 4 wee 4 
Earning remuneration at a weekly rate of 30s. kei gt 12k aie A rasa ayes 2 
Women between the ages of 18 and 65 (not including women over the age of 
60 who have retired from regular employment)— _ 
Earning remuneration at a weekly rate exceeding 30s............... 3 7 3 
Harning remuneration at a weekly rate of 30s. or less............ Fait 2 2 a 
POC AUNGer CHE ASS OL LS. Me che Pw Stee hee ete ce ont Ria eee 4 8 4 
CHES MUCIEL DIE BO: OL LOU ie al yh gue ae vee MO NORTCAL ECU Se RIN, Me. oats 2 2 2 


For the purpose of this and Part II of this Schedule a person shall be deemed to be earning remunera 
tion at a weekly rate of thirty shillings or less if, but only if, his remuneration does not include the provis- 
sion of board and lodging by the employer and the rate of the remuneration does not exceed thi 
esas a week, and to be earning remuneration at a weekly rate exceeding thirty shillings in any 
other case. ¥ 


Part II 


EMPLOYERS 


Weekly Rate of 

Contribution - 

Description of employed person —- =a 
Initial Permanent 
rate rate 


Seiad. s. de : 


Men over the age of 18— 
Earning remuneration at a weekly rate exceeding 30s. or not being 


liable to pay a contribution as an employed person................. 3), ob 4 
Earning remuneration at a weekly rate of 30s. or less and being liable 
to pay a contribution as an employed person...................000+ 5, 9 6 
Women over the age of 18— 
Harning remuneration at a weekly rate exceeding 30s. or not being 
lable to pay a contribution as an employed person................ 3 0 aa 
Earning remuneration at a weekly rate of 30s. or less and being liable 
to pay a contribution as an employed person....................00. 4 5 4 
Teavionmcortine ace. Gt BS. vie Sm, Pa lacs kee okt mek ee eee ) 3 yi 
Srrrewnrer, theage of iS 2 St a ie wee Oe LES aS ae ee | 1 9 bog 


For the purpose of this Part of this Schedule a person over pensionable age, not being an 
person, shall be treated as an employed person if he would be an insured person were he under pensi 
age and would be an employed person were he an insured person. 


_ 


% 


Description of self-employed person 


‘ 


fen : between the ages of 18 aa 70 (not pitas men over the age of 65 who 


have retired from regular employment) 


i jor me between the ages of 18 and 65 (not inohidide women over the age of 
a who have retired from regular eracloyent) 


ys under the age of 18 
eee oS Ra eds fC ae hy SOR AGREE Be sell pita EMAL, aa ee 


The 


; Parr IV 


NON-EMPLOYED PERSONS 


y 


Description of non-employed person 


x mn 
; fen between the ages of 18 and 65 
en between the ages of 18 and 60 
under the age of 18... 
under the age of 18 


EXCHEQUER SUPPLEMENT 


Amount of supplement 


_ For 
contribution. 
as employed 

person 


Description of persons by or in respect of For 


whom contribution is paid 


4 ‘ 
n over tsa age Sb Re ae FRO We 


peeve the age of 18.. 
apiat ey age of 18.. 


employer’s 
contribution 


ee Rate Ory 
Contr ibution 


Initial 
rate 


d. 


i Weekly Rate of 
Contribution — 


Initial | Permanent 


rate 


Bors) 3 

contribution 

agsnon- As 
employed rely 


For 
contribution 
as self- 
employed 
person 


Ries fs Sot 

ts 1 
11- 
i, 
6 


ep Ai * Sg - ‘ * wr ‘ A Raw, A af +> Brit og ey be 8 r a 
* kee PG . “~ 


440 | , JOINT COMMITTEE = 


APPENDIX HI 


NATIONAL INSURANCE ACT, 1946 


a 
; 


SECOND SCHEDULE: RATE OR AMOUNT OF BENEFIT 


Part | 


RATES OF PERIODICAL BENEFITS AND OF INCREASES FOR DEPENDENTS 


—— ee ESS SSS See 


Increase Increase © 

Weekly for for adult 

Description of benefit nadie child dependent 

(where (where 

payable) payable) | 
Ss. d. 8. d. s. dy 
1. Unemployment benefit— . 
(a) in the case of a person over the age of eighteen, not | 
being a married woman.............. BOD ye tit 26 0 7 6 16 0 


(b) in the case of a person under the age of eighteen, not ; 

being a married woman— i 

(i) during any period during which that person is ye 
entitled to an increase of benefit in respect of a 


enudior adult;depencdentets.y5.5.00 ee oe 26 0 7 6 16 0 

Cin) during any: other Period . kane). Oe ae pee 15 0 i Peilsaee Nee Lae ea 

(c) in the case of a married woman over the age of 
eighteen— 

(i) during any period during which she is entitled to i 
an increase of benefit in respect of her husband, i 
or during which is not residing with and is unable ‘ 
to obtain any financial assistance from her ! 
GROAN Thi ia | Pc CULAR Te MOULIN 2h Uae ame 2 ae 26 0 7 6 16 0 | 

Cy CQUMbE an VY Other POLIO). vie Naa a. NON 20 0 fi 6 16 079 


(d) in the case of a married woman under the age of 
eighteen— 
(i) during any period during which she is entitled to 
an increase of benefit in respect of her husband, : 
or during which she is entitled to an increase of ; f 
benefit in respect of a child or an adult dependent : 
other than her husband and she is not residing 
with and is unable to obtain any financial assis- 
tance trom her husbands ee ha 26 0 iz 6 16 0 
(ii) during any other period during which she is en- | 
titled to an increase of benefit in respect of a 


child/or adultidependent. 4.0/8 has ea aa 20 0 7 6 16 0.3 
(in) velgring any Other period. /s. NOV cies, Wie a, ke eels 15... OU WA Sal ee . 
2. Sickness benefit— 
(a) in the case of a person over the age of eighteen, not a 
Denis aidarriad woman oh. ws) Sulgd esa’ hos Sok 26/6/50 f deca ia “16 Om 
(b) in the case of a person under the age of eighteen, not “ 
being a married woman— 
(i) during any period during which that person is f 
entitled to an increase of benefit in respect of a : = 
Chid or atiuly Cenendents.c. 5 Sia cus eo howsee 2 26 0 7 6 16 0. 
Ciyk during any mther penodor ts) owe eos Ue le. 15 0 B22 Feat SU ei ee . 
a 
(c) in the case of a married woman over the age of an 
eighteen— ; py 
(i) during any period during which she is entitled to RS 
an increase of benefit in respect of her husband, by 
or during which she is not residing with and is * 
unable to obtain any financial assistance from x 
her elieDiaid ie eek Re See ee ae Side Wem 26 0 is 6 16 
(ii) during any other period.................. tfc 16 0 7 6 16 
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(d) in the case of a married woman under the age of pera 
— eighteen— ee oa 
(i) during any period during which she is entitled to VS us 
an increase of benefit in respect of her husband, SR RN 
or during which she is entitled to an increase of ae 
benefit in respect of a child or an adult depend- th 
ent other than her husband and she is not resid- ise 
ing with and is unable to obtain any financial 1 “ai 
assistance from her husband................... 26. «0 Wi 16);,.°40 wae 
(ii) during any other period during which she is aM 
entitled to an increase of benefit in respect of a fy eee 
Ghildtor sdult:Gepenadenty hee ine oll as ble tee sss 16 0 7 6 1Gt iO ’ 5h 
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tirement pension— i uit: 
(a) where the pension is payable to a woman by virtue of a 
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1. The contribution conditions for unemployment benefit. or for ‘Gioknal 
benefit are that— ie 


(a) 


a 


—* 


2. (1) The contribution conditions Hou a maternity epane or an attendan 
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NATIONAL INSURANCE AcT, 1946 


THirpD SCHEDULE: CONTRIBUTION CONDITIONS 


5 . 


Unemployment and Sickness Benefit . 
m 


not less than twenty-six contributions of the appropriate class have 
been paid by the claimant in respect of the period between his on ry 
into insurance and the day for which the benefit is claimed; and «@ 


not less than fifty contributions of the appropriate class or thei J 
equivalent have been paid by or credited to him in respect of the last 


al 


complete contribution year before the beginning of the benefit: y eal 
which includes the day for which the benefit is claimed. oe 


~ 


caw) 
ve 


Maternity Grant and Attendance Allowance na 


‘ ’ 
= 


allowance Are 7 


(a) 


3. The contribution conditions for a maternity allowance are that— 


(a) 


(b) 


that not less than twenty-six contributions of the appropriate class 
have been paid by the relevant person in respect of the perrod beginn ing 
with that person’s entry into. insurance and ending immediately beg ore 
the relevant time; and 


that not less than twenty-six such Bete nr have been paid by o: 
eredited to that person in respect of the last complete contribution ye g 
before the relevant time. 

: a J 
In this paragraph— aa 
the expression “relevant person” means the person by whom the cor 
ditions are to be satisfied; a 


the expression “relevant time” means the date of the confinement, 01 
where the relevant person is the husband and he was dead or 
pensionable age on that date, the date of his attaining pensionable ag 
or dying under that age. - 


Maternity Allowance 


pet 


not less than forty-five contributions of the appropriate class | 1s 
been paid by or credited to the claimant in respect of the itm 
weeks immediately preceding the period for which the allowan 
payable; and a 


of those contributions not less than twenty-six are either ae 
actually paid or contributions credited by virtue of the section ¢ cone : 
in Part IV of this Act relating to married women. i, 


ay 
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Widow’s Benefit and Retirement Pension : 


4. (1) The contribution conditions for widow’s benefit or a retirement 
pension are that— 


(a) not less than one hundred and fifty-six contributions of the appropriate | 
class have been paid by the relevant person in respect of the period 
between that person’s entry into insurance and the relevant time; and 


(6) the yearly average of the contributions paid by or credited to that 
person (ascertained as at the relevant time) is not less than fifty. 


(2) In this paragraph— 

(a) the expression “relevant person” means the person by whom the con- 
ditions are to be satisfied; 

(6) the expression “relevant time’ means the date of the relevant person 
attaining pensionable age or dying under that age. 


5. (1) The contribution conditions for death grant are that— 


(a) not less than twenty-six contributions of the appropriate class have 
been paid by the relevant person in respect of the period between that 
person’s entry into insurance and the relevant time,* and 

(b)  either— 

(i) not less than tes five such cotnributions have been paid by or 
credited to that person in respect of the last complete contribution 
year before the relevant time; or 

(11) the yearly average of the Gontribtitions paid by or credited to that. 
person (ascertained as at the relevant time) is not less than 
forty-five. 


(2) In this paragraph— 


(a) the expression “relevant person” means the person by whom the con- 
ditions are to be satisfied 


 (b) the expression “relevant time” means the date of the deceased’s death 


‘or, where immediately before that date the relevant person was dead 
or over pensionable age, the date of that person attaining pensionable 
age or dying under that age. | 


= 


_ * Act amended 1949 to permit contributions credited to count in initial contribution test. 


Ee nee DEE KURU at ear Ruahgs tre, ieee er orca Gee a pints RTS PORES Sa 


By a tesa MS 4, Aare” at rae eer TAY wf . Ae 


ce vos, 


; { yee ae : ti at Kg! Soh a hy) fc 
444 ; ere Ta Ae JOINT commrrreE od ee tn ese Na 
, ; ~ : ) ie " > io. Yee 


t ’ 4 es 


APPENDIX V 


FUNDS ABSORBED INTO THE NATIONAL INSURANCE (RESERVE) FUND# 


Part I 


UNEMPLOYMENT I'UND 


The Unemployment Fund........ The Unemployment Insurance Act, 1935, s. a 
eG Ae Nity | Men Me hae ew eM ay eens NO I, 372,733, 0002 bas i 
ec. 1Y 


Part IT 
) a 
HeattH InNsurRANCE FUNDS 


£ 
\ 
The National Health Insurance The National Health Insurance Act, 1936,111, 345, 000 


Fund. 3.140(1). 4 
The Scottish National Health In- The National Health Insurance Act, 1936, 12,600,000 
surance Fund. s.191. at . 
The Welsh National Health Insur- The National Health Insurance Act, 1936, 3,975,000 uy 
ance Fund. §.223. D 4 
PENG COOiLL AE NGS a) fale shied esr els The Ab Sie Health Insurance Act, 1936, 14, 150,000 ec, 
s.154(1) 
The Unemployment Arrears Fund. The Satins Health Insurance Act, 1936, 7,500,000 
s.157(1 


The Approved Societies (Officers) AS 
Guarantee Fund (Joint Com- The National Health Insurance Act, 1936, 196, 000 
mittee). s.81 \ 


‘ 149, 766, 0002 
Parr IIt - 


Pensions Funps 


“The Pensions Account........... .. The Widows’, Orphans and Old Age Con- eS 
tributory Pensions Act, 1936, s.14(I)....... 440,000) pid 
‘The Pensions (Scotland) Account... The Widows’, Orphans and Old Age Con- A 31st 


tributory Pensions Act, 1936, s.44(4). { March — 
‘The Treasury Pensions Account.... The Widows’, Orphans, and Old Age Con- 73,172,000 1945 | 
tributory Pensions Act, 1936, s.14(2). a 
73, 644, 000* 
The Special Pensions Account.....- The Widows’, Orphans and Old Age Con- 4,000 
tributory Pensions (Voluntary Contribu- 
tors) Act, 1937, s.6(1). > 
The Special Pensions (Scotland) The Widows’, Orphans and Old Age Con- 1,500 31st i. 
Account. tributory Pensions (Voluntary Contribu- ch 
tors) Act, 1937, 3.19. 1945 
The Treasury Special Pensions The Widows’, Orphans and Old Age Con- 14,816,000 BS 
Account. _ tributory Pensions (Voluntary Contribu- 


tors) Act, 1937, s.6(2). 
14, 821, 500? 


1 Approximate figures presented to the House of Commons by the Minister of National Inst ; 
February 21, 1946. fi 


2 Investments valued at cost price. Sy 
. , . 
3 Investments valued at nominal amounts. debe y Sys 
. 1 a ; 
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PERSONAL INCOME FROM WORK AND PROPERTY 
BEFORE AND AFTER INCOME TAX 


+ 


1946 


A? ne omg of the Genes ented 
- i pa! interest and rent! 


Ete Personal i income rom ae and proper ty. 


‘ 


a 


Fle Meat 
ae taxes on income— 


aries 

o Pas of ay ates etiesh 

_ Profits, interest and rent!.. 
es: Personal i income pee eon and property. 
5 a source National Income and Expenditure of the United Kingdom, 1946 to 1948. Cmd. 7649, pa 12. 
ies 
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zx Including professional Darines and income from farming. 
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APPENDIX VII 


Tp hn i TAX 


AMOUNT OF TAX AND EFFECTIVE RATE OF TAX PER POUND OF INCOME 


FOR SPECIMEN INCOMES ; 
Income all Earned Income Income all Investment Income? 
Charged for Proposed Charge Charge for Proposed Charge 
Income 1949-50 - 1950-51 1949-50 1950-51 4 
Income Tax | Tneotas Tax Income Tax Income Tax , a 
(and Sur-Tax| Effective] (and Sur-Tax| Effective] (and Sur-Tax|Effective] (and Sur-Tax Effective a 
if any) Rate if any) Rate. if any) Rate if any) Rate ‘ 


£ Lie AL ee A Le ae aL sae Ae Ee eee dD ee ee ea 


SINGLE PERSONS 


200 7 10 


O{ - 9 GOB OL ame ee TOs 0 1113 16, 5 0 1 ts 
400 55 10 O 2.2 99% AG err) 2.0! Bs 857 1000 haa nos (427-5 2073 eee 
800 193 10 O 4 10 TS2006 O70 4 63 265 10 O 6 3 pas Be A 6 43 
1,000 265 10 0 Loans: 254 aa a) aera F359 (L020 7 3 344 5 0 6 105 
2,000 625 10 0 Owe OL ore 6 13 805 10 O 8 k 794 5 0 7 113 
4,000 |1,813 0 0 One Past SO ba Lovee One 20 a 993 es OL20 9 113 J1,981 15 0 9 11 
Marriep CovurLes witHout CHILDREN 
DOQua eM cose rie cn p NNO ON eae Ama Ceyidy Sib! Soy SNR a, Bo, 20> Ob = Aes 210. 5.08 ee 
400 34 10 O 1 84 28 ato a0 ghee as 582s LOE0 2d 48 15 0 Ie 
800 1620030 4 03 150 15 O 39 2342) (0000 eet) Doe Lore Brana 
1,000 Day AO nc OPN ini: Sanat 3 2222 NSO 4 62 ae ee TONG, GAG SIZE SLO sO 6.3m 
2,000 594 O O 5. 114 582 15 0 5 10 4A O00 (ee!) N62 15 ee 
4,000 }1,781 10 O Stel taal Lem 0 8 10 11,961 "10°09 9 9% 11,950 5 0 O59 
MarRrigep CoUPLES WITH THREE CHILDREN 
EOS al ie Ml en Ree PCO DRM AO: | Sah TNE cae NN ADU CACY Un 6 01, Oe = 4 Do). 0) 20) | ees 
800 SLaNOn 40 2 08 69)-15¥2.0 pat’) 1537) Oia), ay) 141 15 O 3° iG 
1,000 15s TOO ee Os 141 15 O ame KY JAS) nO 20 4 103 231, 15 °0 1 74 See 
2,000 Pyle at Ome 5 13 501 15 O a0 693 O 0 ye La 681 15 0 6 10 
4,000 |1,700 10 O 35 2 6 AIT, 6895S Olle 85 5212880100 D5 115869", <> SOn eee 


Source: Financial Statement, 1950-51, as laid before the House of Commons by the Chancellor of ‘the e 
Exchequer April 18, 1950. “2 


* Age relief.—Where the taxpayer (or his wife) is over 65 and his total income does not exceed £500, : 
age relief is given; this reduces the tax payable to that chargeable on the earned income scale. Where the 
total income slightly exceeds £500, marginal relief is given so that the full tax on investment income scale | 
is not payable until the marginal relief runs out. i 
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"-ResipeNce REquinesanrs - FOR NoN-CONTRIBUTORY 
a Op Acr Pensions 


Arh calculating the twelve or twenty years’ Sos ce required of the at 
“tm or naturalized British subject respectively, certain prescribed absence: 
te to be periods of residence in the United Kingdom. These inelv de 
addition to temporary absences of not more than three months at any | one 
any periods. spent abroad in any service under the Crown, if the applicant 
ae aid from public funds or was the wife or servant of a person employed 1 ry 
> periods spent in the Channel Islands or the Isle of Man by a person 
gn ithe United Kingdom; or during which the applicant wholly or partly me 
p tain a dependent in the United Kingdom. Similarly any periods spent in 
Sy of Ireland before the establishment of the Irish Free State; or in ser 
on a vessel registered in the United Kingdom, provided the applicant | 
formerly resided in the eg Kingdom are considered as residence ino 
— United ae 
j as , a va ‘ 


ihe ene ant. j 
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AMOUNTS BY WHICH NON- CONTRIBUTORY OLD AGE PENSIONS 
ARE REDUCED IN RESPECT “eg RESOURCES 


, Lat a 


Wiktets the Total 


of Yearly Means Rate of — V4 
] Status RUNG ee Ran ea ed Baie . bs 
; oes not per Week | 
Exceeds ‘exbood ' Ee 
\ ay $s £ Ss Ss. 
Single Person or Married’Man!...)).0. 00.0)... eee iy. —_— - 26°.°.5 26 
26) "5 31, 10 24 
Sui ceeaeO) SR se US 22 
RO ko 42 0 20 
4 ede 42 0 47 5 18 
i 47 5 2 ea 16 
Bye SK) Ot athe 14 
1 Ra 63 0 12 
63 0 68 5 10 
68 i hawt sto 8 
fon 10 Vietote bs 6 
h Su kO 84 0 4 
84 0 89 5 2 
ROE vibe NAR Pak Nee a Nil 
Wht riod umn rete ey Le ye aU Nd oI atieeiedy inl MM eK Poa gL MO ea castle MeN aba eae 52 10 42 
S2y lO 63 0 40 
: 63 0 Cee Li) 38 
, Foy 10 84 0 36 
- 84 0 94 10 
94 10 105 0 32 
\ ‘ 105 0 VAS eee 28 
15 = 10 126 0 24 
126 0 136 ~=—:10 20 
13865>-10 147 0 16 
147 0 157 10 12 
157 v1.0 168 0 8 
168 =0 17S 10 4 
DiS rekOl [a ae eee renee Nil 


1 After deducting allowable unearned resources of up to £39. 
2 After deducting allowable unearned resources of up to £78. 
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aa - Assistance peat ier he BY EN tsi i ASSISTANCE 
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» ¢ “ a 
My pe ie San Pet Assistance, which had been paid by the Assistance Boarc Sa 


- under the Unemployment Assistance Act to insurable unemployed persons ni ase ae 
- qualified for Unemployment Benefit and to oes whose benefits were ie 
~ for their needs. 


- . 4 ee) he 

: Me 

4 2. Supplementary pensions, paid by the former Assistance Board under the 
Old Age and Widow’s Pensions Act, 1940 to old age pensioners and to widow x 


-sioners over 60 years of age or whose pensions included an additional aloes 
for a child. 


ia es ioe 
BS AELY Blind uemey eie Assistance, paid by Local Authorities to registered Wai 
3 _ blind persons under the Blind Persons Act. é Ey xe 


Baas: fs 
= 4, Tuberculosis Treatment Allowances, paid by Local Aothonuas on beha. age 
i the Health Departments and at the cost of the Exchequer, to persons suffering 


rom tuberculosis of the respiratory system who gave up employment to unde ‘ Saye 
4 treatment. ya 
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in eat and who were not eligible for assistance under any of the other “nines 
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RESOURCES jabs mean UP TO A Ec oF £1 IN: ee Renny a aan 
UNDER THE NATIONAL ASSISTANCE Act. 


In addition to the resources previously mentioned, certain other payrents 
are disregarded up to an over-all limit of £1 weekly. These include the first 10s. 
6d. weekly of superannuation payments in respect of previous services, including ~ 
all payments in respect of previous employment from which the recipient has 
retired or resigned, whether or not the payments are made by a previous employer — 
and whether or not they are made voluntarily or under contract. It does not _ 
apply to payments received by the widow or dependent of an employee in respect 
of his previous service which are dealt with on a discretionary basis. This pro- 
vision also covers attendance allowances and maternity allowances under thes a 
National Insurance Act; wounds and disability pensions, including a dependent’s- 
allowance; disablement pensions under the Personal Injuries (Emergency Provis- _ 
ions) Act, 1939, as well as any increase for dependents; weekly payments under 4 
workmen’s compensation legislation; and disablement benefits under the National - 
Insurance (Industrial Injuries) Act, 1946. 
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"PERSONS IN RECEIPT OF NATIONAL ASSISTANCE ey 
. NOVEMBER, 1948 


a ‘ 
- 


Ox THE Me age Scate— 
_ Assistance granted to arepiemete = : 
Non-contributory pensions. 66,920 
- Retirement pensions d hy 465,160. - 
Widows’ allowances and pensions 73,480 
- Sickness benefit 56,7004 iia 
Industrial injury or disablement benefit 1 E040y es : 
pete benefit . 15, 200 


678, 500 


Other cases: 
Unemployed persons required to febister at Employment Exchanges though 
- _ not receiving unemployment benefit 28, 760 
- Persons living in accommodation provided by Local Authorities under 
Part III of the National Assistance Act 19,980 
Persons in hospitals receiving assistance to provide pocket money only. . Sv oS0 A 
Others Ae ROE Loge cork ean ae 20 og CU ber Ae oy Ee AES fo PP erin Ge RB Ee 160, 540 


217,860 


vr 


ee - 
ON fHE Special ScALE FOR BLIND AND CERTAIN TUBERCULOSIS PERSONS— 


Blind persons: 

_ Assistance granted to supplement— . 
Non-contributory pensions 16, 060 
Retirement pensions 25,740 

Other cases (non-pensioners) 3, 340 

Persons undergoing treatment for pulmonary tuberculosis: 
_ Assistance granted to supplement sickness benefit 16,380 — 
fer _ Other cases (not receiving sickness benefit) 5, 580 


67, 100 
963, 460 


Sources 


National Insurance Act, 1946 and Regulations. 
“National Assistance Act, 1948 and Regulations. 
Old Age Pensions Act, 1936, Amendements and Rejuiaeee. 


% 
— Summary of Main Provisions of the National Insurance Scheme. Presented 
by e tite Minister of National Insurance ....January 1946. Cmd. 6729. tn se a 


Ep Report by the Government Actuary on the Financial Provisions oF the 
pee Insurance Bill. Cmd. 6730. 


_ Report of the National Assistance Board 1948. 


- Social Insurance. Part 1. 
ae 1944, Cmd. 6550. 
-. 
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Social Insurance oe allied Services. - Report by Sir “William isa 
November 1942. Cmd. 6404. 4 


National Income and Hapendituce of the United Kingdom, 1946 to 1948. - . 
April 1949. Cmd. 7649. — - 


Financial Statement (1950-51)... as laid before the House by the Chancellor | 
of the Exchequer. H.M.S.O. 47. | 


House of Commons Debates 1946-1950. . 
Social Services Finance. U.K. Information Office I.D. 864. June 1949. — 
Royal Commission on Population Report. Cmd. 7695. June 1949. 
Newman, T. 8. Digest of British Social Insurance. February 1947. 
Ball, F. N. National Insurance and Industrial Injumes. 1948. 
Moss, John. Health and Welfare Services Handbook. 1948. 


Monthly Digest of Statistics. Central Statistical Office H.M.S.O., London, 
England. 


The National Insurance Gazette. london, England. 


Public Assistance Journal and Health and Hospital Review. London, 
England. (Since 1948, Hospital and Social Service Journal). 


The Witness: I think it might be useful if, today, following a few general 
comments the Committee would give its attention to the insurance scheme, © 
leaving until Monday the discussion of the two old age assistance programs. i? 
I think we are trying to cover quite a comprehensive report in two sessions and . 
if we follow this general outline it may expedite our study of the subject. Would ~ 
that be agreeable? y a 


The CHatrMAN: Is that agreeable to the committee? oe 
Agreed. 3 2 


The Wrirness: If I may be permitted I should like to make a few very 
brief comments on the historical development. As you know, in Britain, for rs 
over 300 years the poor law authorities have had the responsibility for the _ 
relief of destitution. Back in the 1880’s and 1880’s and during the early part 
of this century there was considerable agitation for the provision of a special — * 
program for the aged to remove them from the traditional poor law system. In & 
1908 legislation was introduced establishing an old age pension scheme which 
is binilen to the pension programs the Committee has reviewed in the case of * 
Canada, and to the early programs in the case of New Zealand and Australia, x 
It is a program whereby people seventy years of age and over receive a means — 
test pension. It is a non-contributory scheme, financed from general revenue. 
This legislation marked an important break away from the traditional Poor 
Law system. | 

It was recognized at that time, that the extent and long term nature of pe 
the old age problem warranted special consideration. It is interesting to note | 
that, at this stage, the British did not consider a contributory system in ther’ 
approach to old age income security. They adopted a means test program 
but this means test was much more liberal than the Poor Law system. 2 

A few years later, in 1911, Britain introduced a compulsory scheme for 
unemployment and health insurance. Under that scheme they adopted the — 
contributory principle but it was not until 1925 that they introduced a con- — 
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tributory old age insurance program. That scheme was what might be called 
a partial coverage scheme while the legislation that was put into effect in 
1948 provides a comprehensive coverage. 

I should mention, too, that in 1940 in addition to lowering the age 
from sixty-five to sixty years for women, a system of supplementary benefits was 
“aplemen for cases of need where the old age widows’ pensions needed 


supplementation. The ‘significance of this Act was that it placed under the 
Assistance Board, a national agency, the responsibility for supplementing the 
‘Income of pensioners requiring further assistance. 

‘ There have been three major steps in the development of old age income 
Beccurity : first, in 1908 a non-contributory old age means test scheme at seventy; 
second, in 1925, a contributory scheme which covered part of the population—the 
“majority of persons under contract of service, with benefits payable at sixty- 
five and later in 1940 at age sixty for women; and third, the current system 
which has the three programs—the comprehensive compulsory insurance scheme 
of which old age insurance is a part; the non-contributory old age pension 
program; and the national assistance program of which assistance to the aged 
‘is a part. 

In 1942 Lord Beveridge in his Report suggested that old age pensions 
should be paid at age sixty-five for men, sixty for women only on retirement 
from work and that the rate of pension should be increased above the basic 
rate if retirement is postponed 

Lord Beveridge proposed a contributory scheme with comprehensive cover- 
age, in which the basic pension rate should be raised gradually during a tran- 
‘sitional period of twenty years. During this twenty year period provision 
‘should be made for providing supplementary payments to pensioners in accord- 
ance with their needs. As a part of the Beveridge plan a number of income 
-mnaintenance programs including old age were grouped together under one 
iniform contributory scheme financed on a tripartite basis with a flat rate 
contributions and providing flat rate benefits for all these income maintenance 
programs. 

The coalition government stated its policy in a white paper a few years 


‘| ter. It proposed a contributory scheme with a standard rate of retirement 
_ pension of twenty shillings for a single person; fifteen shillings for a wife; and 
twenty-five shillings for a married couple. For deferred retirement it was 


_ proposed to pay one shilling a week for each year of deferred retirement in the 


case of single persons and two shillings a week in the case of married couples. 


The Government White Paper supported the age of sixty-five and sixty for 
ti and women respectively as the minimum age for retirement and proposed 


that a joint pension become payable when the husband qualifies, whatever 
age of the wife, provided that if she is under sixty she is not gainfully employed. 
It was proposed that pensions should depend upon contributions paid during 
La working life of the applicant and should be reduced when the contribution 
‘Tecord shows a deficiency. | 

_ In a few words I have mentioned some of the more significant developments 
prior to revisions and extensions to the social security legislation passed in 
the period from 1945 to 1949. ) 

- The present legislation in Britain establishes, in effect, three programs 
for old age income security. One is the comprehensive contributory scheme with 


age pension payable at seventy on a means test basis, which has been 

Tetained as a transitional measure for a decade or two; the third scheme is 

national assistance program brought in under the National Assistance 

et, which supplements the national insurance program and the non-contribu- 
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tory old age pension scheme as long as it continues in cases where the benefity 
is insufficient; and further it provides protection to individuals in need who, 
for one reason or another, have not been covered under either of these programs. \ 
Mr. KNowLgs: That goes beyond old age—that provides supp ene 
assistance of several kinds? 
The Witness: That is right. Assistance for the aged is only one kind of 
aid provided under this National Assistance scheme. 


Mr. Knowues: May I ask whether the precaution was taken to see that 
the brief before us would be included in our record? 


The CuarrMan: Yes, all of the memoranda will go in the record. 


Mr. Know ues: I was taking that for granted but did we mention this one 
today? ‘ 


The CuarrRMAn: It will be included. 


Hon. Mr. Kiva: Did I understand you to say that the ages in the Beveridge 
report were fifty-five and fifty— 


The Witness: No, Senator King, sixty- five and sixty. : 

I would like to taonaen at this point that under the new contributory pro- 
gram 4,150,000 persons were receiving contributory insurance pensions as of 
April 1949: that 445,000 were receiving non-contributory pensions under the - 
old age pension program as of the same date; making a total of 4,595,000 receiv- 
ing pensions under these two schemes out ‘of an estimated 6,537 000 persons — 
sixty-five years and over for men and sixty years and over for women as “i 
June 30, 1949. Now, with respect to national assistance, a five per cent 
sample revealed that 12 per cent of those who were receiving the new contri-_ 
butory insurance pension were also 'recelving supplementary aid from the 
national assistance program and 18 per cent of those receiving the non- -contri- 
butory old age pension program were also receiving supplementary aid under 
the national assistance program. : 


Hon. Mr. Foco: Is that 12 per cent of the beneficiaries? 


The Witness: Yes Senator Fogo. 12 per cent of the beneficiaries under 
the new contributory insurance scheme were also receiving supplementary aid 
under national assistance. 18 per cent of the beneficiaries under the non- con- 
tributory old age pension program were also receiving aid under the national — 
assistance scheme. , y 

Hon. Mr. Foco: Thank you. hd 


The Witness: Now, I regret that we have been unable to get the numba 
of persons receiving national assistance who are in the old age group and whe 
are not covered by either of the other schemes. 


Mr. Fiemina: Are you in a position to break down those figures as to the 
various age categories—in the five year groups, sixty to sixty-five, and seventy 
to seventy-five? 

The Wirness: No, I am sorry we have not that information. 


Mr. KNowues: Can you break it down as between the total number at the 
old age point—compared with those from sixteen to sixty? i 


*. 


—, “9 ey 
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The Wrrness: We are endeavouring to obtain that information fro 
England but we haven’t it at this time. 


Mr. Fueminc: These figures you give as to numbers getting benefits le 
the plan are not in the brief are they? 


The CHarrMan: Yes they are; at the bottom of page 2. 
Mr. Fieminea: Not all of Net 
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: The Wrrnsss: I think you will find either these fone: or comparable > 
- figures but for different dates in the memorandum. 


The CuarrMan: I thought you had spent the night reading the memo- 
randum, Mr. Fleming? 


_ Mr. Fiemina: I can assure you that I read the first twenty pages of this 
- but I do not recall many of these figures being in the brief. 


7 The Witness: Mr. Chairman, the figure of 445,000 beneficiaries of non- 
contributory pensions as of April 1949 is a more recent one than the 453,000 
beneficiaries at the end of 1948 as shown on page 6; the 18 per cent and 12 per 
cent which I mentioned are referred to on the bottom of page 6; a figure of 
- 4,000,000 persons receiving contributory insurance pensions in J anuary 1950 is 
~ shown at the foot of page 5. The figure I mentioned a few moments ago was 
- 4,150,000 as of April 1949. 
q I would emphasize the non-contributory scheme is payable to persons 
seventy years of age and over whereas the other two schemes are payable at the 
age of sixty-five for men and sixty for women. 
_ May I draw to your attention the chart following page 7,. which shows the 
network of cash benefit programs in Great Britain. You will note that under 
the national insurance benefits, the fifth box is retirement pensions, and that 
under the national assistance board there are two programs—non-contributory 
old age pensions and assistance. Those are the three schemes to which I have 
a eferred in the general sitting of the total program. This chart does not include 
health services; 1t is restricted to the cash benefit programs. 

I think; Mr. Chairman, that there are a few points we might mention before 
q proceeding with our discussion on the basis of a page by page reference to the 
brief. First of all it should be stressed that the old age income maintenance 
4p ograms are a part of a general social security scheme. Here we find a situa- 
| ti on comparable to that in a number of other countries we have studied—for 
instance New Zealand and Australia. Since they are part of a unified system 
_ of cash benefits you might expect and indeed you find one contributory system 
which has been devised to bring in a large portion of the revenue for the cash 
4 benefit insurance programs. These various insurance programs have been 
developed over a number of years and now they have been brought under one 
administration, with one contributory mechanism and with comparable benefits. 
You do not have the situation now that used to apply when the old age contrib- 
utory pension was at a lower rate than the unemployment benefit. 
; I think too that an important feature of the new insurance scheme is its 
comprehensive coverage. In the previous old age insurance program slightly 
q more than 85 per cent of the gainfully occupied persons were covered, whereas, 
under this scheme you have a much more comprehensive coverage which 
promises in the long run almost universal coverage in so far as retirement 
D enefits are concerned. In the initial period there is not as comprehensive 
coverage under the insurance scheme as will be attained as time goes on. 
' Another feature that should be noted is that the British approach to con- 
tributions is a tripartite system, whereby the employer, the employee and the 
“Exchequer contribute towards the insurance program. 
q Another feature worthy of note is the fact that the scheme provides for flat 
a rate contribuitons. Now the flat rate contribution does bear more heavily on 
| the lower income groups. On the other hand, with flat rate contributions you 
ave flate rate benefits, and a flat rate benefit is usually to the advantage of the 
lower income groups. 
With the flat rate benefit the Avett insurance benefits are designed to pro- 
gy ide an average minimum subsistence level for the country as a whole. It was 
Tu ey. appreciated that the rate would not meet basic maintenance in every needy 
case since the cost of living varies considerably from one part of the aries 6 to 
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another, and even from one person to another within the same community. Their 
fundamental approach has been to provide this basic minimum benefit and then 
to provide in cases of need supplementary aid under a flexible assistance program, 
and, with a basic minimum pension they hope to encourage people to save on 
their own account to provide themselves with added income during their retire- 
ment. But for those who have been unable to do that for one reason or another, 
the state provides assistance on the basis of need. j 

The flat rate benefit approach is of interest when it is compared with thel 
Old Age and Survivors’ Insurance program in the United States, where you have 
quite a varied benefit depending upon the particular benefit formula in effect 
at the time, and depending upon the earnings and contribution record of the 
individual. 

Another feature is quite important. In the case of Britain they do mainte 
records of the individual’s contribution for the purpose of contributory old age 
pensions, but they do not in the case of health services. For the health service 
they are not concerned with relating the amount of service provided with the past 
contribution record; but, in the insurance program they are concerned with the 
contribution record of the individual. I think that this scheme goes about as far 
as you can go in maintaining a minimum of records without accepting the New 
Zealand and Swedish approach whereby no account is taken of the past records 
of contributions. In those countries a citizen is expected to contribute if he has~ 
a certain income and it is up to the taxation authorities to tax that income and 
make the necessary collection. However, at the time benefits are payable, they 
are paid as a right and there is no investigation of the past contribution record. 
In the British scheme they do maintain records of contributions. They have a 
very simple formula, as we will see in a few moments, for determining the amoun : 
of benefit in accordance with that contribution record, Accordingly they do 
attach some importance to the fact that the benefit should be reduced if theres 
is a contribution deficiency, which is in contrast to the situation under the New 
Zealand and Swedish schemes. Te 

Another aspect worthy of consideration is the deferred retirement reat 
We noted the bonus paid for deferred application under the means test scheme 
in the case of Denmark. We are now studying a program which has had built 
into it, a scale of higher rates for deferred retirement. 

Another aspect which I think is important is the fact that aside from the 
reserve they were able to build up under their previous social insurance program 
over a period of years and which has now been put into the national Progra 
(reserve) fund, the British scheme is operating on a pay-as-you- gO basis. In Kd 
far as existing insurance scheme is concerned it is being financed in the following 
manner. ‘They are getting contributions from isured persons, from employers, - 
and from the exchequer as part of the tripartite contributory system. In addition — 
they are getting an annual grant from the exchequer, and further, they are get- 
ting interest payments from the national insurance (reserve) fund which contains | 
the assets of the old insurance schemes which have now been replaced with . 
new insurance plan. They are using interest from this money to finance their 
current program. I think we can discuss that in more detail later. 4 

Now, if you will turn to page 8 you will note that under the national insur- 
ance program there is coverage for every person over school leaving age—that 
is sixteen to sixty-five—and under pensionable age. School leaving age varie 
depending upon whether you refer to England, Wales, or Scotland, so it may sd 
helpful if we think of it as being fifteen or sixteen. There are some minor resi- 
dence qualifications upon which I do not think we should spend any time, other | 
than to note that if a person comes into the country, after twenty-six weeks that 3 
person is compulsorily insured. There is the option of voluntary insurance pri 
to that time. 
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On page 9 you will see that there are three insurance classes. Class 1 is for 
employed persons—these are persons who are gainfully employed under a contract 
of service. That is the type of person covered under the unemployment insurance 
program in Canada, only in this case there is broader coverage. 

! Class 2 consists of self-employed persons. This class includes lawyers, doc- 
; - tors, members of parliament, farmers, and so forth. 

‘ Class 3 consists of non-employed persons. They are persons who have income 
from investment and other sources not derived from personal labour. 


By Mr. Brooks: 


. 
_ Q. Do you have the number in each of these different classes?—A. I am 
eorry. Mr. Brooks, we do not have that information. 


i 
4 By the Chairman: 


. Mr. Willard, are the contributions compulsory for the three classes ?— 
A. ae contributions are compulsory for the three classes. 
4 Q. Are there any voluntary payments made except the ones you just 
mentioned, when someone has been in England for a period of less than 
26 weeks?—A. As to whether others may cover themselves voluntarily, there is 
a provision which we will come to later where people who were late age entrants 
have the option of continuing payments after the retirement age in order to build 
* up sufficient contributions for benefit eligibility. We will also come to a provision 
later where married women who work have the option of contributing or of 
“not contributing. 


pu waty 


By Mr. Brown: 


Q. That would mean they would be compulsorily covered if they have 
been in residence for 26 weeks or have become employed, whichever is the 
first. Is not that right?—A. Yes, whichever is the first. That is correct. 

a Q. In other words, you have a person going to England and getting a 
job; he will immediately start making contributions?—A. I understand that 
is the way it operates. 


pits 


| 2 
By Mr. Ferrie: 

Q. And if anything happens, he would get the benefits?—A. In the case 
of the retirement benefit it would require 156 weekly contributions or three 
“Years; and in the case of other insurance benefits certain qualifications are 

required. For instance, to qualify for unemployment benefits, the applicant 

Gould have a waiting period of 3 days; he must have paid a certain number 

of contributions and have met certain other qualifications before he would 
ecome eligible. 


By Mr. Brown: 


 Q. But if he was there for 26 weeks and was not employed, how would he 
e€ compelled to make contributions?—A. He would not be compelled if he 
a no income as an employed person, a self-employed person, or a non- — 
employed person. In other words, there are situations where some people, who 

are not receiving an income or gainfully employed, will not be covered. For 

‘illustration a girl may stay at home with her family where she is not gainfully — 
employed or self-employed anid could not be classed as non-employed and there- 
fore she does not contribute to the scheme. There are some instances like that 
Which along with certain other factors prevent the scheme from becoming 
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By the nt nee 
Q. She would never be covered, I suppose, if she lives with is parents, 
and after their death she goes and resides with a brother; she lives with 
him but has no income at all; so she will never be covered?—A. I am informed 
she would have to register as in the non- -employed class but that if her income 
is below £104 she would not be covered. 
Q. If she has no income?—A. If she has no income she would not be 
covered. 
Q. She would draw benefits from old age assistance but not from the 
contributory scheme?—A. That is right. 


By Mr. Knowles: 


Q. I take it then that a person who has been there for more than 26 weeks 
comes within one of these three insurance classes—A. Yes. 


By Mr. Brown: 


Q. And I take it that under old age assistance she would get about thel 
same as under the insurance plan?—A. Yes. Under the old age non-contributory — 
pension scheme the rates are the same for the new contributory scheme, that 
is, 26 shillings for a single person or a husband, and 16 shillings for a wife, 
and a total of 42 shillings for a married couple. But under national assi istance 
weekly assistance rates exclusive of rent are 24 shillings for a single householder 
and 40 shillimgs for a married couple. 

Q. So there is the case of a person drawing a benefit who would not make 
any contribution—A. I would say that with regard to the insurance scheme. 


See eee am are ee, eS Sa ee _ Fe ee 


a. 


By the Chairman: i 


Q. They would draw assistance, but they would not draw benefits under 
the insurance scheme. 

Mr. Brown: That is right; but they would have the same income practically. ¢ 

The CHarrMAN: You mean under the means test? i 


Mr. Brown: Yes. | $ 
By the Chairman: e 


(). If I understand it correctly a feature of the United Kingdom program e 
makes it impossible to have a truly universal coverage such as they have in 
Sweden and New Zealand.—aA. I think that they will get so close to it over — 4 
a period of years and that the number of exceptions will form a very small . 
group—a very narrow line will separate comprehensive and universal coverage; 
but I think your statement is correct. In New Zealand and Sweden they have ; 
severed the link between the contributory and earnings records of the individua iy 
and the benefits paid. They do not worry about how many contributions an | 
individual has made in order to become eligible, or about how many contributions 
he has made in order to determine the average rate of benefit and so form 7 
This permits more complete coverage. | 

@. If you should have that feature in your scheme then you would have 
to have a kind of means test assistance on one side of your system in orde ‘3 
to cover cases of the poor?—A. I would say that— . 

Q@. If you want to have universal coverage for old age?—A. If you want 
to provide saat protection and if you ser a flat rate benefit, an accistanga 


a means or needs test Ber: to any who are He covered by tHe insurance scheme. — 
In the case of New Zealand where the actual rate of superannuation ne ( 
is relatively low at sh time, they also have a means test pension. i 
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Q. Your are right; but I mean in principle?—A. And in the United States 
you will recall that of the elderly people receiving O.A.S.I. about 10 per cent 
were also receiving assistance under O.A.A.; so it is difficult to draw a hard 
and fast line to say that you won’t need assistance if you have an insurance 
- program ‘because it really depends on the adequacy of the benefit provided. 


i 
f By Mr. Fleming: 


‘ Q. I take it in all your references to the United Kingdom plans both as 
to payments and benefits you are quoting everything on a weekly basis?—A. I 

_ have been to date. 

‘ @. And you will be so doing all the way through?—A. Yes although there 
may be a few instances where we have used a yearly figure. 

¢ Q. The United Kingdom has never been on a monthly basis for either the 
payment of benefits or the payment of contributions?—A. No. 


By Mr. Brown: 


Q. They get their benefits paid to them every week?—A. Their literature 
‘suggests that it is on a weekly basis. 


By Mr. Fleming: 


 Q. From the administrative point of view have you any cones to make 
in distinguishing it from the American? Is it strictly on a monthly basis?— 
A. 1 think that the more frequently you make payments, the more it might 
‘Yaise your administration costs, though it would probably only affect costs 
‘slightly. On the other hand, if you can make your payments weekly, it is far 

“more helpful for people who are in need to get it at frequent intervals. Further 

if they have to wait for a time because of some other condition such as a waiting 
period under unemployment benefit then I think less frequent payments might 
work a considerable hardship. 

‘ Q. That would apply to your first waiting period only, but from then on, 

% $i would become a matter of budgeting?—A. Yes. 

be @. There is no problem so long as the people are getting enough and are 
capable of maintaining their own domestic budgets? 


Mr. MacInnis: If a group is getting an assistance allowance, and they 

are getting enough, then if you pay them by the month, would not the tendency 
be for them to spend that allowance before the end of the month? Therefore 
‘they make the payments on a weekly basis? 


3 By Mr. Corry: 

) Q. As I understand it the scheme in Britain is operated on a pay-as-you-go 
basis; and that in addition to the contributions made by the employers and 
by the employees and by the state there is an annual grant made from the 
/ exchequer. Am I correct in understanding that the scheme does require an 
| annual grant each year to be paid from the exchequer?—A. Yes, that is correct; 
when we come to discuss this question of financing later on we will see the 
| amounts of income which the scheme is receiving from those grants. In 
| addition to the regular tripartite contributory feature under which the exchequer 
| participates there are annual grants from the exchequer. 


By Mr. Knowles: 


| Q. A few moments ago in answer to a question by the chairman I under- 
- stood you to say that the line between universal coverage and this approach is 
a pretty narrow one, or so narrow that you could almost say “yes” to the chair- 
man’ S question. Now may I ask you to comment on the figures which you gave 
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earlier which show that roughtly 45 million out of the present population of 65 
million are in either one of the ten schemes, leaving about 2 million who are 
not now in either plan. 

Does that mean that those are people of 70 years of age and over who have 
sufficient means? Does it include some people who were late of age entrants 
and therefore did not qualify for the insurance pension? And then could you 
say how long it would take before that number will get down to that narrow — 
line you spoke of a-moment ago?—-A. Well, Mr. Chairman, in answer to Mr. 
Knowles I would say that he has mentioned the main factors which are keeping © 
the number of beneficiaries down and the coverage from being more compre- — 
hensive than it will be in, let us say, another three decades. ; 

First of all there are the late age entrants, the people who were in their late | 
50s and in their early 60s when the scheme came into effect, many of whom came — A 
in too late to receive the insurance pension. Then there are in addition the © 
people who are 65 years of age and over who were not covered under the old | 
contributory scheme and who are excluded under the new contributory scheme. — 

Some of these who are 70 years of age and over are covered under the non- | 
contributory old age pension scheme and some are drawing national assistance. — 

As to the actual time it will take, the last date on which they will receive : 
beneficiaries under the old age non- contributory scheme will be in 1961. So | 
you can expect that scheme to taper off. * 

As to the late age entrants, there will be a group in the age category from — 
ten years below the pensionable age up to the pensionable age of a large propor- : 

* 
% 


~. 


tion of whom probably will not receive pensions under this scheme. There may 
be a period of 30 or more years before the scheme will get comprehensive cover- sr 
age which will be fairly close to universal coverage. G 

Q. I have been wondering several times how weighty in your mind is the 4 
line between “comprehensive” and “universal”?—A. I would say in another 30° i 
years the line would be fairly narrow. But at the present time they are far 
apart, as the figures I have quoted would indicate. 

Dr. Davison: Mr. Chairman, I hope that Mr. Willard will not mind my i 
adding that I am not quite as optimistic as I think he is about the possibility — ( 
of getting universal coverage. My own view is that this will go much further 
than the American scheme. I think we are now in much the same position in — 
forecasting the experience in the United Kingdom that the Americans themselves _ 
were in 1935 when they were fairly optimistic about getting it up to an optimistic _ 
percentage in a reasonably short time. I think that the United Kingdom will 
get as far as any country in getting universal coverage under this kind of system. z, 

Mr. KNow.es: You mean insurance? a) 

Dr. DAvipson: I mean a system which relates the right to benefits to prior 
contribution. I think Mr. Willard and I might differ by as much as 10 per conte 
in our estimates of what the old age coverage will be. ; 

The Wirness: Mr. Chairman, I would like to add a foot-note to Dr. Davidle 
son’s comment if I may. The Minister of National Insurance recently stated that 
it is too soon to judge the actual comprehensiveness. That is why I have been — " 
unable to be more definite and why I feel it is too early yet to arrive at a decision 
about the effectiveness of the retirement provisions. But on the other hand i 
would point out that this scheme is more comprehensive than the United States — 
and I do not feel the situation is comparable to that of 1935 in United States. 
The 1935 Act did not include self-employed, or non-employed persons with 2 
income from other sources or as broad a coverage of employed persons under iF 
a contract of service. So you have a considerable extension of coverage under 
the British legislation over and beyond anything now contemplated even 
under the present amendments which are under consideration in HR 6000 in 
the United States. 
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By Mr. Knowles: 


Q. You both seem to agree that this thing goes as far as it is possible to go 
as long as you retain the insurance set-up and the benefits related to prior con- 


tributions; and if there is any barrier to its being completely universal, it is 
4 that relationship—aA. I would think that is a fair statement of the dividing 
point. They are trying to get as comprehensive a coverage as they can consistent 
with the maintenance of individual records of contribution. And if you do 
4 away with contribution records, you could get universal coverage. 

: The CuarrmMan: As they have in New Zealand? 

; By Hon. Senator Fogo: 

: Q. But would there not always be a segment of the population which would 
not be able to make contributions and therefore would not be able to qualify 
thereby, including for instance the so-called unemployables? I am disregarding 
those who may be past the level of contribution?—A. I think that is the point 
Dr. Davidson is making, that there may be quite a number in that category. 
a Q. Is there any estimate of what that group might be, or is expected to be? 
_—A. Iam sorry, Senator Fogo, as I just mentioned earlier the minister himself 


has been unable to provide an estimate; and we have been unable to uncover » 
any other estimate from the material we have had available. 


% By Mr. Fleming: 

s Q. Mr. ‘Chairman, if this is not the most convenient time to deal with my 
question, it will be quite all right to refer to it at a more convenient time; but 
in connection with this matter of comprehensive coverage, I wish Mr. Willard 
would deal with the question of the inclusion of agriculture, both the farmer 
and the agricultural worker, with respect to the ease with which they were 
_ fitted into the scheme from the point of view of contributions and from the point 
— of view of benefits? 


The ‘CHAIRMAN: That is a $64 question. 


By Mr. Fleming: 

Q. I will settle for $20—A. Mr. Chairman, as the members know, the 
extension of unemployment insurance coverage to agricultural workers in 
Britain was carried out some years ago. If we are trying to relate this problem 
of coverage to the situation in Canada I think we should be reminded that the 
question including agricultural workers, and farmers is quite a different prop- 
osition in Britain than it is in Canada. Britain is a relatively small country; 
_ British farms are comparatively small; many communities merge into rural 
areas and so on. The size of the country and the density of the population 
made it relatively easy for their insurance inspectors to carry out any necessary 
inspections in connection with their unemployment insurance program, and 
/ now the practice has been carried over to the general insurance program. So 
~ I do not think that the problems we would face with regard to the inclusion of 
this occupation in Canada in putting into effect a similar type of scheme would 
be altogether comparable because of the factors I have mentioned. 

B Q. I do not suppose you want to make a comment,—but if you do, I will 
be interested to have it,— on whether it is in fact possible to project such a 
ie scheme into Canada so as to include our agricultural population? 

[ The CuHatrMAN: Mr. Fleming, I wonder if that would not be one of the 
- questions which should come when we study the answers to the questions that 
_ we shall put to our experts? I am just asking myself that question. 


I Mr. Fiemine: Mr. Chairman, if it is within the realm of strict opinion, 
then I would not press the question. But if there is a simple answer to it from 
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the administrative point of view or in the light of administrative experience, 
I would be glad to have it. I think it is up to the witness to say how he would 
regard it. : 

The CuarrMAN: I believe that if we start on that subject at this time we 
may be sitting for the rest of the day. Whatever the opinion of the witness is, 
I believe many members have their own opinions and we would find ourselves 
going a long way on this subject and only getting back to the United Kingdom 
perhaps next Monday or Tuesday. | 

Mr. Knowtes: Both the United States and the United Kingdom have pro- | 
grams which are in part at least on the insurance principle. In the United 
Kingdom they had no substantial difficulty with their agricultural section; 
whereas in the United States they did. 

The CHAIRMAN: The situation is different in every country. 

Mr. Knowtss: And our situation is more comparable to that of the United 
States than it is to that of Britain? 

The CHAIRMAN: It is. I believe this question should be raised a little later 
in the proceedings, Mr. Fleming. F 

Mr. Fueminc: I bow to your infallible judgment, Mr. Chairman. 

The Witness: May we proceed now, Mr. Chairman? 

The CHAIRMAN: Yes, if you will, please. 

The Witness: On page 10 you will note that we have mentioned that, with 
certain modifications, members of the armed forces are treated as employed 
persons, and that persons with incomes not exceeding £104 a year may on 
application be excepted from liability to pay contributions. 

Under class I—employed persons—which is made up of persons under contract 
of service, there is in each case an employer’s contribution, an employee’s con- 
tribution, and a supplementary payment by the state. pd 

Under class [J—the self-employed—they make their own contributions and a 
contribution is added by the exchequer. 

Under class IJI—the non-employed—they make their own contributions, and 
a contribution is added by the exchequer. Over and above these contributions 
by the exchequer on behalf of these three classes, there are annual grants which 
are paid by the exchequer towards the support of the program. 


By Mr. Ferrie: 
Q. That is a part of all these contributory insurance programs?—A. Yes, 
that is a part of all these contributory insurance programs; they make this 
additional grant annually. 


By Mr. Brooks: ¥ 

Q. What proportion does each pay? Does the employer, the employee, and 

the exchequer each pay the same amount?—A. In a few moments we shall 
come to that point and we shall examine those proportions. . I think I should 
mention that the rates vary according to age, sex and rate of remuneration. 
If you will now turn to page 12, and note the rates quoted at the top of the 
page, you will see the contributions that are made by men, women, boys under 18, ~ 
and girls under 18. In the case of employed persons, the amount is 4s. 7d. for — 
men; 3s. 7d. for women; 2s. 8d. for boys under 18; and 2s. 2d. for girls under 18. 


By Mr. Brown: | ) 
Q. What would that be transposed into Canadian funds at the present time? — 
—A. The figures I have just read would correspond to 72 cents, 54 cents, 41 cents — 
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and 33 cents at the current rate of exchange which is 3.08 Canadian dollars 


for a pound sterling. 

Then you will notice that the employer pays slightly less than an employed 
person in each instance; and you will also note that the self-employed person 
pays slightly more than an employed person. That is justified on the grounds 
that the self-employed person has no employer contribution made on his behalf 
and therefore it is expected that he should pay slightly more in order to take 
care of what would be the employee-employer contribution in the case of an 
employed person. 


By Mr. Welbourn: 


Q. In the case of an employed person, is his contribution deducted from his 
wages, or is it a voluntary contribution?—A. In the case of an employed person 
his contribution is deducted from his wages by the employer and that respon- 
sibility rests upon the employer in the same way as it does in the case of unem- 
ployment insurance in Canada. 


By Mr. Brown: 


Q. You mentioned self-employed persons or persons such as members of | 
Parliament—to discuss a very personal matter. Most of us, I think it is 
correct to sdy, have two or three persons in our employment as employees, such 
as stenographers, for instance. ‘Would we pay the same rate?—A. If you had, for 
instance, stenographers working for you, you would deduct from the stenog- 
rapher’s salary the amount of her contribution as an employed person. 

Q. That would be for an employed person?—-A. And you would also pay the 
amount which is set down here for the employer of that employed person. And 


then in addition, as a self-employed person, you would pay your own con- 


tributions. You will notice that in the case of employed persons earning 30 
shillings or less a week, the employer pays a larger share of the contribution, that 
is, 5s. 9d. for men, and 4s. 5d. for women; the employed person paying cor- 
respondingly less. This is the variation according to the rate of remuneration 


which I mentioned a few moments ago. This is a provision whereby employed 


persons who receive a low wage have their contribution rate lowered. It makes 
the flat rate contribution less regressive as a tax. Additional contributions are 
required for the National Insurance Industrial Injuries Act, which is the 
equivalent of the Workmen’s Compensation Acts in the various provinces of 


Canada. That contribution applies only to the affected groups, and it does not 


apply, for instance, to self-employed or non-employed persons. 
Now with respect to the rates for the exchequer supplement, you will see 
the amounts set out for the same groups at the foot of page 12. 


By Mr. Laing: 
Q. Has this been constant for some time or have the rates been altered? 


_ —A. Those are the new rates as of July 5th, 1948. The rates in the case of 


employed persons, employers, self-employed, and non-employed, will be increased 
~ in 1951. 


Q. Have the proportions been altered quite often?—A. Mr. Chairman, in 


answer to Mr. Laing’s question I would point out that this is a new system that 
combines a great many benefit programs with a unified contribution; whereas, — 
_ before, you had a number of individual programs with different contribution 
rates depending upon the type of system, the liability and so forth. In most 
cases, however, it was a tripartite system. 


Mr. Knowues: There has been no change in the relationship since they 


were combined into one? 
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The WitngEss: No, there hace been no changes in the ieee or the 
proportions since they were combined with the introduction of this new Act. 


By Mr. Brown: 

Q. I do not quite understand this exchequer supplement. Does that vary 
from year to year according to the economic conditions prevailing in the 
country?—A. No, Mr. Brown. The exchequer supplement is a set amount 
which the exchequer has to pay every week for each employed person, for each 
self-employed person, and for each non-employed person who contribute to the 
insurance fund. 

Q. Then you have got the contribution from the employer, the employee, 
and the state?—A. Yes. 

Q. And in addition to that you have the exchequer Ab ae hay The 
state contribution which you have just mentioned is called the exchequer 
supplement; but over and above that there are annual grants from the exchequer. 

Q. Oh, I see. The annual grant makes up any deficit?—A. That is correct. 

Q. That would be the one that would vary from year to year?—A. Yes. 
They have made an estimate of what will be required each year up to 1955. 
The annual amount is voted ‘by parliament. 

Q. You have got the rates for the exchequer supplement for each 
contribution—is that 1s. 1d. contribution made by an employed person, a 
self-employed person, a non-employed person and so on? 

A. I think Mr. Brown, if you look at the table on page 13 you will see that 
it summarizes the contributory arrangements; however, it does not show the 
annual grant from the exchequer. You will see in this table where the exchequer 
supplements come in and how much they are. For instance, take the case of a 
man eighteen years of age and over, who is an employed person, you will see 
that including the general and industrial mjuries contribution, this insured 
person will pay 4:s. 11 d.; his employer will pay 4s. 2d.; and the exchequer 
will pay 2s. 1d. 

In the case of self-employed persons, an insured man will pay 6s. 24.; 
the exchequer will pay 1s. 1d. 

In the case of the non-employed persons, an insured man will pay 4s. 8d., 
and the exchequer will pay 9d. . 

Over and above anything that the exchequer may have to provide through 
this contribution supplement they will also pay an annual grant. 

Mr. Corry: Why does the exchequer make a grant on a contributory 
system? 

Mr. Laine: To enable Brown to keep his three stenographers. 


The Wirness: In answer to that question I would say this: various methods 
have ‘been used for obtaining financial support for social insurance schemes. In _ 
some cases you may find the scheme primarily supported by contributions of 
the individuals who are covered. In other schemes you will find them supported __ 
primarily by employers. A good example of this type of scheme is the Workmen’s 
Compensation Act in any province of Canada; Workmen’s Compensation is 
supported entirely by employers. In other instances, you may find a tripartite 
type of contributory system such as we have under our unemployment insurance _ 
legislation in Canada; in this case there are employer-employee contributions 
to which the sovernment adds 20 per cent of the combined contribution. The 
British, for many years past—dating back to 1911 when they first brought in _ 
their unemployment insurance legislation—have accepted this tripartite type 
of contributory scheme. me 


Mr. Know tes: It is to be noted that in the United States, where they do not — 


make an exchequer supplement by that name, they pay interest on the fund. 
In New Zealand they do not pay interest but. they make a contribution. 
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The CuarrMAn: It is a question of policy. _ 
Mr. Ferrie: Does the government use the funds in Great Britain? 


The Wirness: With respect to the national insurance (reserve) fund—the 
government does use the money—the money is invested in government securities 
and the interest from those securities is placed in the national insurance fund 
used for current financial operations. 


Mr. Larne: This should be called a semi-contributory scheme? 


Mr. Ferrie: I cannot get the idea of why you have got a system and the 
system does not look after itself. What are they trying to get? Are they trying 
to get the premiums down; or what is the idea? Are they taxing one class o 
people to give a benefit to another class of people? , 


The CHAIRMAN: You would have to ask the same question about the 
unemployment insurance scheme in Canada, because it is also tripartite. 


Mr. SHaw: Is not Mr. Ferrie talking about the further supplementary 
payment made by the exchequer? 


The CHAIRMAN: Are you talking about the state grant or the supplementary 
payment, Mr. Ferrie? oe 


Mr. Ferrie: The supplementary. It comes from some place—it must come 
out of taxation. It is a three-way proposition—and that is O.K.—but what 
are they doing with this other one—that is what I want to know—what is the 
other payment for? 


Mr. Knowues: Is not the confusion over the word “supplement’’? I think 
Mr. Ferrie has in mind, by using the word supplement, that the government is 
paying a contribution supplementary to what the government has paid? What 
is really meant is the government is paying a contribution supplementary to 


_ that paid by the employer and the employee? 


Mr. Laine: Do they not underwrite the scheme? 
_. Mr. Brown: They make a contribution to the tripartite scheme and then, 
in addition to that, they contribute toward any deficit. 

Mr. Ferrie: That is what I want to know. 

The Witness: May I try and clarify the point. In some countries it has 
been government policy to provide government subsidies to insurance schemes. 


There have been different techniques employed to provide such subsidies. In 
the case of New Zealand they make an annual appropriation from the consoli- 


dated revenue fund to supplement the money they receive from the social 


security contribution. In Britain they have also decided to provide a certain 
amount of government financial assistance. They have decided to provide it 


‘In a certain way; they have set up a tripartite contributory scheme which is not 
_ changed every year but only after a review every five years, and certain fixed 
_ amounts are set for an employed person to pay; certain fixed amounts are set for 


his employer to pay; and certain fixed amounts are set as the state contribu- 
tion. In the case of the self-employed a certain fixed amount is set for a self- 


employed person to pay and a certain fixed amount is set for the state 


contribution; and the same is true for the non-employed groups. In addition to 


_ this contributory plan in the light of the current needs, the exchequer pays an 
annual grant. With these fixed allotments it is not always possible, because of 


factors such as the fluctuations in employment and income, to get the actual 
amount in the fund that may be needed for current expenditures, by providing for 
this additional amount from the exchequer the government can, from year to year, 
make sure that the national insurance fund (current) has sufficient funds to 
finance the scheme. 
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Mr. Brown: Before ce go any further, can you tell us what these a 
additional grants that you are talking about have amounted to for the past three — 
years? : . 

The CHarRMAN: It is a new system. 

The Wrrness: We have no experience for the past but I can say, Mr. Brown, 
that we will come in a few moments to a table which will show the actuarial 
estimate for the future and which will give us some idea of the commitments 
that the actuaries expect in the future. With your permission, Mr. Chairman, 
we might turn to pages 36 and 32, and then come back to page 13 when we have 
cleared up this point. You will note on table 2 of page 26 that the item retire- 
ment pensions estimated for 1948 was 238 million pounds. You will notice how 
it goes up in 1958 to an estimated 301 million pounds: in 1968 to an estimated 
421 million pounds; and in 1978 to an estimated 501 million pounds. 

I would like to give you another figure while we are looking at this table. 
The expenditure, as far as we know now, is 253 million pounds for 1949. 


Mr. MacInnis: There is a table on page 32. 


The Wirngss: I was just coming to that. If you will turn now to table I on 
page 32 you will see the actuarial estimates of total exchequer costs. The last line 
on this table gives the total exchequer costs—a combination of items (a) and (b) 
above. Item (a) is the exchequer supplement to the other contributions that 
are made, item (b) is the annual grant. Now if you add the supplement and 
the annual grant you will see that the actuarial estimate for 1948 was 118 million 
pounds. Now the amount spent in 1949-50, sa far as we know, was 141 million 
pounds. This figure is not shown in table I. ¢ 


Mr. Brown: Can you transpose that into Canadian dollars? : 


The Wirnsss: 118 million pounds at the current rate of exchange would na . 
$363 million. Then, looking at the year 1978, you will notice that the amount is 
416 million pounds or, in Canadian terms, $1,281 million. 3 
You will see that over the thirty year period of this estimate—from 1948 
to 1978—the proportion paid by the exchequer of estimated expenditure on — 
benefits rises from 26 per cent to 56 per cent. In other words, out of the total — 
estimated expenditure on benefits of 452 million in 1948 pounds, 118 million — 
pounds represents 26 per cent. In 1978 of the total of 749 million pounds ~ 
estimated expenditure on benefits, the exchequer will pay 416 million pounds, — 
or 56 per cent. You can see that the exchequer’s share of the cost both from _ 
the supplement and the annual grant is increasing very considerably over the — 
period. " 
Dr. Davipson: May I say a word at this point? I think what is puzzling the 
members of the committee and what, I must confess also puzzles me, is if by this 
system of the exchequer supplements you could expect that after a certain 
transitional period you would get to the point where the system of tripartite 
contributions would support the payments, you would no longer require the special 
annual grants from the exchequer, then you could understand this two-fold system | 
of contribution from the exchequer. However, when the figures show there is — 
always going to have to be a supplementary gr ant from the exchequer in addition — 
to this so-called exchequer supplement then, I think the members are asking them- 
selves why should we go to the trouble of calculating this in such a complicated 
way when, in the final analysis, the government is going to come along and put — 
in more money. | 
I may be wrong but I suspect the answer to the question lies in the tradition — 
of the past programs in the United Kingdom, and in the psychological attitude 
which has developed on the part of the United Kingdom people towards their — 
social insurance programs. They have been, for years, operating on a tripartite — 
basis. They like to think of the three-way contributions, but, from our point of | 
view, starting the thing in completely fresh, we say the simple thing is to get the 
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_ contribution from the individual and from the employer, and have the exchequer 

_ pay the balance. I think the United Kingdom people with their adherence to 
_ tradition like to keep this idea of a systematic tripartite contribution that can be 
_ related on the employer, employee, exchequer basis. Since that does not make 
up the money, the exchequer comes along in the final analysis and makes a 
specific allotment for the purpose. 


_.. I think the point is a psychological one rather than one of any other 
= significance. 
4 Mr. Frerrtm: When you look at this right now, as an ordinary business man, 
you would say that the system was broke? ‘You would come right out and say © 
: this system was broke. 

q Pi eae Corrie: It is an entirely different approach from that of the United 
t ates. 

_ . Mr. Ferrie: If that is the product of a socialist order then, the sooner they 
‘ get out of it the better. é : 
7. Mr. Knowuxs: Do you say that the unemployment insurance fund was broke 
last winter when the government amended the Act? 

F Mr. Ferris: Yes. 

Et The Cuarrman: Mr. MacInnis had a question I believe? 
ih Mr. MacInnis: Mr. Chairman, I think it would be well to try and get at the 


_ basic reason for social insurance. Is not the basis the fact that we have found 
_ out that the majority of people do not receive incomes that will enable them to 
provide the social services that have now become commonplace; and the state 
has to step in to provide some of the social services by contributions. If people 
cannot provide social service by themselves it obviously follows that the state 
- cannot take contributions from those people to provide the same service. As it 
is surmised that people who get low incomes produce a large measure of the 
wealth, what is being done here is to shift the burden for social service to those 
_ who have the ability to pay. 


The CHAIRMAN: That is partly true—it is true to a certain extent. 


Mr. Larne: That is the only construction you can put on the figures rising 
from 26 per cent to 56 per cent unless you put on the other construction that the 
state, away on in the future, will be able to assume more of the burden. 


The Witness: Well, Mr. Chairman, we have had a number of reasons given 
here as to why they might have followed this course. Dr. Davidson has suggested | 
certain psychological reasons; Mr. MacInnis has suggested that they wish to 
spread the costs to the higher income groups by allowing a larger sum to be voted 
out of the consolidated revenue. I think I might add one comment and turn back 
to our previous discussion. : 
On page 37 mention is made that the main factor in the increasing cost is the 
old age retirement pension. I think this is a pertinent point since we are discussing | 
the retirement scheme. If you look at the chart following page 36, you will see 
that it is the retirement scheme that is going to increase this cost. I recognize 
that this point is not suggestive of the basic reason why they finance the program 
_ the way they do, but I raise this fact to show why the cost is going up; it is the 
cost of the retirement scheme. Apparently as the cost of the retirement scheme 
goes up they plan to pass that additional load on to the exchequer, rather than 
to make steady increases in the basic rates. 
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There is your purpose. 

| The Wrrness: Mr. Chairman, I mentioned that fact in my early comments. 
It is generally conceded that the flat rate contribution does hit heavily upon low 

Income groups. If it were a graded scheme of contributions it would be 
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possible to place a much lighter iene on ihe lower income groups. On the > 
other hand, after making that observation, I added that when you come to the 
benefit side of the picture, the flat rate benefit is usually more generous to the J 
low income groups—for instance, when the benefit is expressed as a percentage 
of their previous wage. Therefore, while they lose out on the contributory side 
they gain on the benefit side. I think it is important to keep this in mind. 

The CuHairMan: It is always possible to have a scheme under which contri- 
butions are paid as a percentage and in which you can still have flat rate benefits. 

Mr. Knowies: What happens here is a sort of compromise on the payment 
side which will eventually be fifty-fifty—50 per cent on the flat rate basis and _ 
50 per cent on the income tax basis—after all that is where the exchequer — 
gets most of its money. 

Mr. Brooxs: That is where we get most of ours for our old age pensions. 

The Witness: Well, Mr. Chairman, we were looking at the table on page 13. 
I would like to mention that in 1951 they propose to increase the basic rate 
by 4d. a week for insured men and women, the addition being allocated equally 
between insured persons and employers in the case of employed persons. They — 
intend to do this to try and offset the increasing burden on the exchequer. 

A very important feature in considering the question of comprehensive 
coverage is the provision for credited contributions. Full-time students and 
unpaid apprentices may be credited contributions. This will count as a part 
of their contribution record the same as if they had contributed to the scheme —_ 
during the period of credited contributions. 

Mr. Fiemina: Is there any age limit on students? a 
The Wirness: I understand that the age limit.is before attaining the age of 
eighteen, except for full-time training under government sponsored programs. Bs 

Mr. Brown: What do you mean by government sponsored programs? 

The Witness; I am afraid that I will have to get the detail on that point. 

Mr. Fiemine: What is the position of a university student over eighteen 
years of age in regard to contribution? 

The CHAIRMAN: Mrs. Hurst may answer if you wish? 

Mrs. Flora Hursr (Senior Research Assistant, Department of National 
Health and Welfare): A university student may pay a voluntary contribution — 
as a non-employed if he wishes, in order to have paid contributions for reasons 
which will come out later. He may get from his local insurance office an exemp- 
tion because he is not earning; and then if he had been employed he is credited __ 
with contributions, if he has.that exemption as a university student, the same 
as he would if he were a self-employed of low income or a non-employed person. 
There are the two courses—voluntary payment as non-employed or an exemption — a 
because he is not earning. sz : 

The Witness: In addition to full time students and unpaid apprentices, — & 
credited contributions are provided during periods of unemployment or in-— 
capacity. In other words, it is possible for a person who becomes ill, or for a + 
person who becomes unemployed to continue his contribution record without a 
break by means of these credited contributions. P a 

By Mr. Brooks: , 

Q. But does he have to make them good later on?—A. No. It is unnecessary 
for him to make them good later on. He is relieved of the responsibility for — 
contributions during the period when he is incapacitated, or unemployed. 

The special arrangements for married women should be noted. On page 15_ 
you will see there are two main principles: first, that no married woman should 4 
be compelled to pay contributions; and second, that a woman should not, by © 
marriage, forfeit any insurance rights already acquired if she wishes to retain 
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them. In the majority of cases married women receive pension rights as the 
spouse to an insured man. But if the married woman has been working and if 

_ she wants to be insured in her own right, she has that option. And there are 

some instances where it may be to her advantage to be insured in her own right. 

For example, as an individual insured in her own right, she would be entitled - 

_ toa higher benefit; her retirement benefit would be 26 shillings; but, as the wife 

of an insured person, she would only be entitled to 16 shillings. There is a case 

_ where a wife may be older than her husband and may be gainfully employed 

throughout her normal working life; it may be to her advantage to pay contribu- 

tions and to receive insurance benefits j in her own right. 

A gainfully employed wife of an insured man can be excepted from paying 
contributions if she does not desire to carry on insurance in her own right; but 
if she is an employed person, the employer must pay his contribuiton on her 
behalf. 

With regard to basic benefit rates, I mentioned earlier, that they have 
established for the most part uniform rates of benefit under the main income 
maintenance programs. Previously the contributory old age pension was 
10 shillings a week and the unemployed insurance benefit was more than twice 

that amount. Under the new legislation, in fact since 1946, they have been 

paying a more liberal benefit in the case of retirement of 26 shillings for a single 

_ person, 16 shillings for a wife, and 42 shillings for a married couple. 

“g They have been under pressure for an increase in this basic rate, and the 

- suggestion has been that the matter should be left until 1951, at which time 
they plan to review their benefit rates. There has been a considerable rise in 

_ the cost of living since the existing rates were put into effect in 1946 and that 

- of course has lead to considerable agitation for higher benefits. The government 

has been able to argue that the beneficiaries under this scheme can apply under 
the National Assistance Program if further supplementation is required in 

- needy cases, and to a considerable extent the national assistance program has 

helped this situation. As I mentioned earlier, in a 5 per cent sample study, 

_ they found that 12 per cent of the people under the new compulsory insurance 

_ scheme were also recipients of national assistance. 

; Provision is now made whereby a pension of 7s 6d a week may be payable 

on behalf of the first child under school leaving age who is a dependent of a 

pensioner. In Great Britain the fact that family allowances are payable after 

_ the first child does much to explain why the special provision is set out in the 
ease of the first child. 

I would like to mention here the full pension rates as a percentage of the 

average wage paid in manufacturing industries as of April 1949. This is a 

~ question about which I had enquiries for some of the other countries and I 

think it might be of interest to the members. In the case of the 26 shillings 

basic pension, it represents 23 per cent of the average wage in manufacturing 

industries. The 42 shilling pension for a man and his wife, represents 37:2 

_ per cent of the average wage. That compares with figures for Canada for 
~ April 1949 of 21-9 per cent in the case of a single person; and in the case of 
| amarried couple the pension is 43-8 per cent of the average wage paid in industry. 


swt 376 
= 


i+ - By Mr. Knowles: 

Q. Speaking of the maximum pension in both cases?—A. Yes. I think it is 
important to note in the case of wives of pensioners which is discussed on 
page 18 and to which I have already referred, that the amount of pension for 
| the wife is less than the amount of pension for the husband. 

Zi As we know, in Canada we pay the same amount for the wife as for the 

}o husband. But in Great Britain they have provided a differential and they treat 
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husband and wife as a team. he I deatioued fe et aceen is rane where 
the wife receives her benefits in lieu of the husband’s contribution to the 
insurance fund. . 


By Mr. Fleming: 4 
Q. That is typical of their taxing legislation all the way through?—A. Yes, 


By Hon. Senator King: 


Q. Suppose a wife is working and earning and pays into the fund. Where 
does she stand in comparison with her husband?—A. If she is 65 years of age 
or over and gainfully employed, it does not affect the situation. But if she is 
under 65 years of age there is a limit of 20 shillings a week; and if she earns ~ 
more than 20 shillings, then her retirement pension is reduced to the extent — 
that she earns above 20 shillings. ‘s 

Another important feature in the British legislation is the retirement condi- — 
tion. They have set two retirement conditions; one with respect to the amount — 
of gainful employment which a retired pensioner may accept, and the other — 
with respect to the earnings he may receive. 2 

When he is approaching pensionable age, if he wishes to retire, he must — 
give notice of his intention to retire. He does this a few months previous to his 
actual date of retirement. If he wishes to continue working while receiving _ 
his retirement pension he is limited to 12 hours a week or one-quarter of the % 
normal work week in his particular occupation, whichever is more favourable i, 
to him. When he reaches age 70, or in the case of a woman when she reaches 4 
age 65, those retirement conditions do not apply. ee 

With respect to the earnings limitation, men are allowed to earn 20 shillingd 5 
a week during ages 65 to 69 inclusive; in the case of women the ages are 60 to 64 
inclusive. If he'or she earns more than 20 shillings, then the amount of the 
pension is reduced to that extent. That means that the retirement pension is a 
payable in the case of a man at 70 years, and in the case of a woman at 65 © 
without retirement condition either as to the number of hours of gainful employ= 
ment or as to the amount of earnings. But in the five earlier years there is a 
reduction in the amount of pension if the individual earns more than 20 shillings, 
and there 1s a definite limitation as to the number of hours of work. ; 


By Mr. Knowles: 


Q. The earnings that are taken into account in that manner are, I take it, 
earnings from doing some work. But suppose a person had some savings, ould if 
the income therefrom be taken into consideration in that way?—A. I understand © . 
that they are fairly generous in their provisions in that regard. As far as I know © 
earnings would only include, for instance, salaries and wages from oe 
employment and they would not include, for instance, any assistance which — 
the individual might receive from other sources such as assistance from relatives. oy 
This condition really applies to the earnings of an individual who goes out and if 
takes a job; it is a retirement condition which limits the amount of work and 4 
earnings from that work whilst receiving a pension. | - ss 

oe 
By Mr. PEE 7 


in the case of the non- -employed. 

Q. No. I am speaking of the employed?—A. As far as I know in the add 
of the employed or of the other two classes for that matter invesmtent income 
would not be earnings in the sense it is used as applied to the retirement condition n 
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By Mr. Knowles: 
Q. I take it that the purpose is to discourage people of that age from taking 


: jobs, ‘but not to discourage thrift or savings?—A. That is correct. It is not to 
_ discourage thrift or savings. But it is also to encourage part-time work. 

: Mr. Fuemine: It does not encourage capitalistic accumulations, however. 
3 
fs By Mr. Knowles: 


QQ. It is not intended to discourage people from working altogether, because 

it is intended to encourage part-time work?—A. That is right. So far I have 

been talking about maximum pensions under the insurance scheme. Now, it is 

possible that an individual may not receive a maximum pension because he has 
low yearly average of weekly contributions. If you will turn to the table 

at the top of page 21 you will see the way in which they reduce the maximum 
rate in accordance with a sliding scale; you will note the importance of the 
average contribution record of a pensioner. 

‘Take for instance the contributory experience of an individual who has 
contributed, let us say, a yearly average of 50 weekly contributions over the 
period he has been covered under the scheme; he will receive a full weekly rate. 
But if for instance he has'a yearly average of 48 or 49 weekly contributions 

_ paid or credited, he will only receive a pension of 25 shillings; and you will 

- note the last line at the foot of the table which indicates that any person who 

has received under 13 paid or credited contributions will receive no benefit. 
Thus there may be a group here who will be disqualified because their yearly 

_ average of contributions is too low. This is another reason why the scheme is 

- comprehensive, but not universal in coverage. 

‘ Q. All the more reason why they need the national assistance——A. The 
next feature we might discuss is the question of deferred retirement. I 
mentioned earlier that in the White Paper they suggested one shilling a week 

for each year of deferred retirement. The present Act provides one shilling a 
week for each six months, which means in effect two shillings a week for each 

year of deferred retirement. That, I think, gives a very substantial bonus over 

a five year period for deferred retirement. Take the case of a man who defers 
_his retirement from 65 to 70. He would receive 36 shillings a week rather than 
_ 26 shillings a week which is his basic rate. And if he is married he would receive 

an additional 10 shillings on behalf of his wife raising her pension from 16 

_ shillings a week to 26 shillings a week. So that you would make a fairly 

- generous provision in the case of a married couple who deferred retirement 

for five years. 


+ 
"<4 


a 


: i, — By Mr. Fleming: 


ae Q. I presume that does not involve any deliberate or formal exercise of 
_ option on his part. It is just a matter of witholding application of benefits 
| until they reach a settlement?—A. That is right. If he retires at 70 years 
of age, during the period from 65 to 69, while he was working he would be 
) ge ontributing as well. But at 70 he stops contributing, even though he may carry 
on working. Although he continues to contribute between 65 and 70 he would 
Berobably gain on balance, because he would get an added amount in his retire- 
ment pension. 
# Q. I am thinking of a man who at 65 decides to go on working for another 
5 years; but at the end of two years he feels he is not able to do so and retires. 
He has lost his benefit for two years in doing that?—A. If a person retires, let 
“us say, at 65 and does not claim his benefit, he would be very unwise. One of 
- the requirements in applying for pension is that application should be made 
tin four months of retirement. I understand that he has to make his ef ac. 
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tion anyway, even though he does not plan to go on SORE, Ste even ote 
he retires but does not elect to accept the benefit. 

Q. The case I had in mind was of a man who carries on with his work 
to the age of 67 hoping to be able to continue with his work until 70 years of 
age and thereby get the larger benefit. But he finds that he cannot make it, ~ 
and he retires at 67. Therefore he has lost 2 year’s benefit, has he not? x 
—A. You mean he has lost 2 years? : 

Q. Between 65 and 67?—-A. No. He gets 2 shillings a week for each year — 
of deferred retirement. At 65 he gets the basic rate and if he defers until 66, — 
he gets 2 shillings a week additional, one shilling a week for each six months of — 
deferred retirement. Therefore, for each six months he defers, he gets an added — 
amount. a 
Q. Yes; and from that point forward?—A. Yes. : 

Q. But Ne does not get anything to compensate him otherwise ie having — 
foregone his benefits at 65 for those two years—A. Yes. For foregoing the — 
basic pension for those two years he would receive an extra 8 shillings, 2 shillings _ 
a week for each year which he has foregone those benefits. He will not get any 
further credit for the 2 years during which he received no benefit. i 

Q. All right. So he gets an increased benefit at 67?—A. Yes. 4 

Q. And I take it that it would depend on how long he lives after that date — 
whether he will make up what he has lost between 65 and 67 on that settlement. — 
Nothing comes back to him?—A. You are quite correct as to whether or not it 
would be worth while for him to hold-off for two years because of this added — 
amount would vary in individual cases. It would depend upon how long the — 
individual lives, and whether or not he had employment. A 

Before we conclude, Mr. Chairman, I would like to mention that in their : 
calculations of the extent of deferred retirements, they estimated that 40 per — 
cent of the people would retire at 65, 30 per cent would retire between the ages 
of 65 and 69, inclusive, and that the remaining 30 per cent would retire at — 
70 years of age or over. 4 


Be ae en Pht oD Fo 


By the Chairman: 


Th 
Q. What would be the retirement age for a farmer who lived with his son — 
on the latter’s farm and worked with him? We have many of them in Canada. — 
—A. Is he gainfully employed? - 

Q. Not necessarily. His son gives him some money, of course, for clothing. — 
His son feeds him, and he has his board and shelter. And the son provides him 
with tobacco.—A. If he had contributed and built up his contribution right, — 
then, if he retired, and assuming he did not work more than one- -quarter of the — 
normal working week in his occupation, and provided his income is not in excess 
of 20 shillings a week during the period between the ages 65 and 69, inclusive, 
he would receive the benefit. If he had earnings which exceeded 20 shillings, his — 
benefit would be reduced. But at the age of 70 he would automatically get his. o 
retirement, regardless of any income he might recelve. 4 

Q. But suppose at the age of 65 he gives his farm to his son? Suppose he 
gives away his income?—A. As I understand it— = 

Q. Oh, well, 60 per cent of the farmers in the province of Quebec do that.— _ 
A. My understanding would be that under those circumstances he would probably 
receive the benefit, but I could not say for certain unless we checked the 
regulations very closely. And I might add in that regard that there are a very — 
considerable number of interelated regulations dealing with these various income — 
maintenance programs. re 

Q. I see-—A. But I shall try to obtain an answer to that specific question. 4 

Q. Yes. I would like to know what they do about it. : 
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By Mr. Corry: 


Q. Would the subsistance provided by the son be taken into account in the 
computation there? 


The CuHaAtRMAN: [ would not think so. 


J 


, 
ie By Mr. Fleming: 
Z Q. Do the local authorities under the British scheme have any part in the 


administration of that scheme?—A. The local authorities do not administer any 
_ of these three schemes which provide for old age: income security. You have 
i advisory committees at the local level, but it is a national scheme in the case 
of insurance programs and in the case of the non-contributory pension scheme, 
as well as in the case of National Assistance. 


@. Do you happen to know how many local offices are managed by ieee 


~ authorities in connection with the National Scheme in the British Isles?—-A. We — 


— could provide that information. 


The CHAIRMAN: You received this morning two folders, one containing briefs 
from two organizations that are going to ‘be heard next week, with a third one. 
- I would like to draw your attention to the fact, Ladies and Gentlemen, that 

_ those briefs are not to be released before the witnesses appear before the 
committee. It is the request of some of the organizations that they be not 
; released, so I would ask for the co-operation of the members in that respect. __ 

There is another folder containing correspondence with representations from 
the provinces. Is it the wish of the committee that that correspondence and those 
- ~ representations be tabled and printed as an appendix to this day’s proceedings? 


4 Mr. Fuemine: They certainly should be printed as an appendix today, or 
they could be put in at the end of the United Kingdom discussion next Monday. 
_ The Cuatrman: Well, do you so move? 

_-——s Mr. Brown: I think they should be put in after we have got the different 

_ countries disposed of. 

a Mr. Knowtzs: Today’s edition would be pretty thick anyway. 
a % The CuHarrMAn: Very well, we shall put them in after the conclusion of the 
- United Kingdom. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


Monpay, May 8, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 4.00 p.m. Honourable Senator J. H. King and Mr. Jean 
Lesage, M.P., Joint Chairmen, were present. Hon. Senator King presided for a 
while, Mr. Lesage taking the chair later in the course of proceedings. 


Others present: 


gy The Senate: Honourable Senators Burke, | Doone, Hurtubise, 
Vaillancourt. 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, 
_ Blair, Brooks, Brown (Essex West), Ferrie, Homuth, Knowles, MacInnis, 
_ Macnaughton, Shaw, Smith (Queens-Shelburne), Weaver, Welbourn. 


In attendance: Dr. G. F. Davidson, Deputy Minister, and Mr. J. W. 
Willard Director of Research, Department of National Health and Welfare. 


Mr. Willard was recalled and further examined on the Old Age Income 
Security Program in Great Britain. The witness was assisted by Mrs. F. E. 
Hurst, Senior Research Assistant. 


Following the conclusion of his examination, Mr. Willard filed two 
‘memoranda on the Old Age Income Security Programs in France and 
Switzerland. 


It was ordered that a copy of these memoranda be distributed to Members 


of the Committee and printed in Appendix to the Committee’s Minutes of 


Proceedings and Evidence of Tuesday, May 9th. 


/™ The congratulations and thanks of the Committee were extended to the 
Research Branch of the Department of National Health and Welfare and 


to the witnesses and their assistants, for the excellent manner in which material 
had been prepared and submitted to the Committee. 


The Committee then adjourned until Tuesday, May 9th, at 4.00 p.m. 


R. ARSENAULT, 
Clerk of the Committee 
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MINUTES OF EVIDENCE 


HovusrE or CoMMOoNS, 
Monpay, May 8, 1950. 


! 
_ The Joint Special Committee of the Senate and the House of Commons 
on Old Age Security met this day at 4 pm. Hon. Senator J. H. King and 
Mr. J. Lesage (Joint Chairmen) were present. The Hon. Mr. King presided. 
_ The CuarrMan: Gentlemen, we have a quorum and I think it is the desire 
of the committee to get on with their work. We shall go on now with an 
explanation of the social income security system in Great Britain. 


y 


_ Mr. J. W. Willard, Research Director, Department of National Health 
and Welfare, and Research Adviser to the Committee, recalled: 


_ The Wirness: Mr. Chairman and members of the committee, it-is my 
understanding that the committee desires to complete the review of Great 
Bi een today, so I will try to move along with my presentation as quickly as 
DOSss1D1e. 

_ At the last session the Chairman asked a question with respect to deferred 
retirement in agriculture. I have been able to obtain a statement from The 
National Insurance Gazette of March 24, 1949, which is pertinent to that 
question and I would like to quote it so that it may be written into the record: 
: It will be seen that the definition of retirement does not necessarily 
mean complete and total abstinence from employment. A pensioner can, 
in fact, not only do some work after retirement, but also receive remunera- 
tion for that work, and remuneration up to a limit of 20s. can be received 
on top of the full pension. The Act refers to participation in a ‘gainful 
occupation,’ but the section dealing with interpretation does not define 
what the term ‘gainful occupation’ means. It must, therefore, be given 
its common or garden meaning, and that is to say, working for a profit. 
Remuneration not only means remuneration received in cash, but in 
kind also, and this can, of course, put an entirely different complexion 
on the case of an elderly person in, let us say, domestic service or living 
rent free in a cottage or smallholding or a farm as part remuneration 
in respect of the duties carried out. In fact, remuneration can be said 
to include any of the perquisites incidental to the employment. 


_ Mr. Chairman, another question was asked last day with respect to the 
umber of administrative offices under the National Insurance Scheme and I have 
that information now. As at July, 1949, there were 987 local offices; and as at 
March, 1949, there were 245 part-time offices. That is in answer to Mr. Flem- 
ng’s question. 


By Mr. Shaw: 
__Q. What was that word, please? Was it “officers”, or “offices” ?—A. 


.Q. Offices and not officers?—A. “Offices”. We had reached page 23 last 
day. To continue I might just say a word or two about the position of the 
late age entrants. Since this is a transitional problem under the insurance 
i? : 
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scheme, I do not think it is a matter which should detain us; but I would 
mention that persons who were over the pensionable age in 1948 when the Act 
came into effect are not covered; and that the persons who were within ten years — 
of the pensionable age but who had not contributed to the old age scheme 
have the option upon reaching pensionable age of continuing payments, or of 
taking a lump sum payment. This is an example under the British scheme 
where a lump sum payment may be made to a pensioner rather than a monthly 
payment. Other requirements under different situations for late age entrants 
are set out on pages 23 and 24. ‘ 
With respect to claims for benefit, I think I mentioned the last day that 
persons are expected to lodge their claims for retirement benefit four months 
prior to their actual retirement; and even if a person intends to go on working 
after retirement age, he is expected to make this preliminary claim because 
sickness and unemployment benefits can only be paid after pensionable age 
to those whose right to a retirement pension has been proved. 
With respect to widows’ benefits there are three types and these are- 
outlined on pages 24 and 25. I will not take up time now to discuss the amounts. 
t 

By the Charman: % 

Q. When you say “their claims are proved”, does that mean a means— 
test?—A. No. There is no means test. | | “ 
Q. No means test?—A. You will note, as well, that provision is made for 
death grants, which is set out on page 25. Now, with regard to the administra-— 
tion, the insurance program is a national scheme under the Minister of National 
Insurance. I have mentioned the number of offices; it is through the network — 
of offices that the administration is carried out at the local level. : 
The functions of the National Insurance Advisory Committee are set out 

on page 26; and in addition to this Committee, the National Insurance Scheme 
has a large number of local advisory committees. & 
There is a headquarters office, and a large central record office where the 
individual contribution records are maintained. With respect to contributions, 
they are payable by means of insurance stamps which are purchased through 
any post office. An alternative means of making contributions is provided under 
a franking method. Individual insurance cards are maintained for each insured 
person. 4 
The benefits are paid through the post offices. Each beneficiary receives a_ 
book of orders and from this book he can cash one order each week. 7 
Provision is made for appeals. Tribunals have been set up. The advisory 
bodies and appeal provisions under the National Insurance Scheme are in many 


respects comparable to the Unemployment Insurance program in Canada. 
If there are no further questions with respect to the administration, Mr. 
Chairman, we might move on to the section dealing with the financing of the 
program. 7 
x 

By Mr. Brown: "I 

j 


Q. Can these stamps that are affixed to the books be purchased in advance, - 
or are they just stamps which are purchased at certain times?—A. The stamps 
may be purchased at post offices in advance. “ 

Q. So if I so desire, I may pay up a whole year at any time?—A. If you 
were an employed person your employer would purchase the stamps and affix” 
them to the book. If you were a self-employed person or a non-employed person, | 
you would buy the stamps and affix them to the insurance card. \ 

I think it is important to note that in the case of Great Britain it is not jd 
a retirement scheme that is involved in the maintenance of the contribution — 
records. Because of this fact a wide variety of benefits may be payable under 
the scheme and it insures willing participation in the scheme. For example, al 
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individual who may be young and may not be interested in retirement benefits, 


knows he may become ill, and need the sickness benefit, or that he may become 
unemployed and need the unemployment benefit. The fact that there are a 
number of related benefits which depend on the contribution record enables them 
to get more active participation in the matter of collections. You also get parti- 
cipation by the self-employed and by the non-employed in a way which you 
might not be able to get it if it were only a retirement scheme involved, Are 
there any other points concerning administration? 


The CHarrMAN: The time to ask questions is now. You may go on, Mr. 
Willard. 


The Witness: With respect to the financing of the program, I mentioned 
the other day that there are two national insurance funds. One is a current: 
account and the other is a reserve fund. With regard to the current account, 
the receipts of that fund consist of contributions from employed persons, self- 
employed and non-employed, together with contributions by employers on 
behalf of employed persons; and in addition to these contributions, the Exchequer 
makes a supplementary payment. Further, the Exchequer pays an annual grant 
into the current account fund; and finally, the interest from the reserve fund is 


_ paid into the current account. Expenditures out of this National Insurance — 


fund include the cash benefits under these several income maintenance pro- 
grams, some contribution towards the National Health service, and expenditures 
on administration. If there are any large balances built up in the current fund, 
they will be placed in the reserve fund. But as was apparent from our discus- 
sion of the other day, no balances have been planned for in the years ahead; so 


it is not expected—certainly in the foreseeable future—that the current account 
will be paying any moneys into the reserve fund. | 


With respect to the National Insurance Reserve Fund, it is a fund that was 


made up from the moneys in 13 separate accounts. These various accounts and 


_ the various schemes from which these accounts have come are set out in Appendix 


— 


1 
4 
4 


Ml 


5 on page 75. You will see that a wide variety of reserves was built up over a 
period of time in the various schemes in Great Britain prior to the introduction 
in 1948 of this new contributory program. 

Now, what payments are made out of this National Insurance Reserve 
Fund? In the first place I have mentioned that any interest obtained from 


the moneys invested are paid into the current account. Secondly, capital 
_ transfers may be made from the reserve account to the current account. Such 
capital transfers can only be carried out by resolution of the House of Commons. | 
The reserve fund provided an initial capital transfer of £100 million to the — 
- current account as a working balance. 


They have not defined clearly the purpose of the reserve account aside 


_ from the fact that the interest is used in the current account. There has been no 
indication as to how they intend to use this reserve fund in the future. It 


may be, in a period of heavy unemployment when the charge upon unemploy- 
ment benefits increases, and when the income from the contributions under 


3 _ the insurance schemes declines, that they will call upon this reserve account. 
- But we have been unable to find any clear statement as to how this reserve: — 
, fund will be used. 


By Mr. Homuth: 


Q. Have you any record as to whether that fund was exhausted? I think 
if you go back to 1933 you will see that the unemployment fund was exhausted 


and that they had to find money elsewhere—A. The reserve fund they have 
+ now includes the balance that came from the unemployment insurance fund 
along with the 12 other funds which I mentioned. You are quite correct, 
Mr. Homuth; the unemployment insurance reserve fund became bankrupt: 
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in the twenties and thirties but it was later stabilized; in the early forties — 
the unemployment insurance fund completely paid off any debts that it had 
incurred through subsidies from the government. 


~ 


By The Chairman: ; 

Q. It was stabilized by subsidies from the government?—A. Yes. The 

Exchequer came to the support of the unemployment insurance fund by 

making loans to the fund. And since that time these loans have been paid 

back by the fund. In 1948 that: fund, in turn, was placed into this new 
national insurance fund along with 12 other insurance schemes. 


By Mr. Ferre: 

Q. Was it paid back with interest or Deets interest?—-A. I am not sure | 
whether they charged interest. : 
On page 32 we have set out a table on National Insurance Income and — 
Expenditure. On the top line you will note how expenditures on benefits — 
will rise from £452 million in 1948 to some £749 million in 1978. On the last — 
line you will note how the cost to the Exchequer will rise from £118 million — 
in 1948 to £416 million in 1978. Over a period of 30 years the amount financed 
by the Exchequer will increase from 26 per cent of the total benefit payments 
to 56 per cent. This point was mentioned the other day; and I would like © 
to draw it to the attention of the committee again in order to emphasize — 
that a very large amount of the National Insurance Scheme is being financed — 
by the Exchequer over and above the amounts ss are being paid by | 
insured persons and by employers. J 


By Mr. Brown: “% 
Q. Have you any idea as to the total expenditure of the government of i 
Great Britain for, let us say, the year 1948?—A. Mr. Brown— * 
Q. I am merely getting at this to see at least what percentage of it is * 
being paid out of the Exchequer, and to see how that compares with the — 
total income of the country?—A. Mr. Brown, on page 37 you will see on the ¢ 
last line of table 3 that the Exchequer payments are shown as a percentage — 
of total ordinary expenditures. This gives an estimate for the year 1949-50; — 
it is not restricted to national insurance; it includes all their social security — 
programs. , 
15-49 per cent of the total ordinary expenditures of the national govern-— 
ment was going to the social. security programs listed in the table. Would — 
that figure be of value, or would you like me to pursue the matter further? i 
Q. This shows your total ordinary expenditures of the health service; but 
is that the percentage to the national income?—A. No. 
-Q. I must confess that I have not read this—A. No. On table 3 the 
items included are listed. | us 
Q. Yes.—A. The items listed are those to which the Exchequer contributes | 
and you have the estimated amounts that the Exchequer will contribute. In _ 
addition to the cost for the national insurance item that is shown, there would — 
be an amount paid by the insured persons and employers; so the items in © 
Table 3 include only the Exchequer’s share of the cost of all the social security 
programs including, for instance, family allowances, national health services, — 
old age non-contributory pensions, national assistance, and the nations es 
insurance scheme. ee; 
Q. Are we to understand that 15-49 per cent of the national income or ie 
expenditures—if you like to put it that way—are attributed to national services 
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including national health and the insurance fund; all these that are listed here? 
Is that right?—A. Yes. Of the total ordinary expenditure of the national goy- 
ernment 15-49 per cent was spent on these social services. . 

Q. Yes. I see. I think that answers it. 


By Mr. Shaw: 
@. While we are on page 382, I notice reference to the flat rate contributions 
we spoke of last time. It says: 
Nevertheless the flat rate contribution falls heavily upon both the 
employed and self-employed of low income. 


Then you say: 

Its effect is modified somewhat by the lower contributions and 
exemptions allowed for low income by the generous administrative provi- 
sions for crediting contributions under various circumstances, and by 
varlous adjustments as between benefits. . 


Is the use of that expression modified somewhat in the admission of it?— 


the contribution rates I mentioned that if an individual had a certain low 
- income, he could pay less than the ordinary flat rate. That is why this sug-_ 


eee : 


~ 


Toes 


A. The fact is they do modify the flat rate. The other day when we discussed _ 


Now, in addition to that I would point out, Mr. Shaw, that Great Britain 3 


has a very steeply graded income tax which I think counterbalances the situation 
in terms of progressive taxation, if you will. 


i gestion has been made. 


oo a 

: By the Charman: 

73 Q. I did not hear the first part of your sentence. They have in Great Britain, 
_ what?—A. They have a very steeply rising income tax which bears more heavily 
on the higher income groups; and taken along with the contributory insurance 
scheme, I do not think that these taxes taken together would be considered — 
-_—iregressive. 


By Mr. Brooks: 
«QQ. That would be felt in the contribution from the Exchequer?—A. Yes, 
It would be felt in the contribution from the Exchequer and increasingly so as 
you will see from table 1. 


(Mr. Lesage assumed the chair. ) 


. By Mr. Brown: 
a For the purpose of the record, have pte got some idea of the rates of 


| you will see recent cette oh, as “of ae 18, 1950, which was contained in 
) the new budget. That gives for certain levels a income, the income tax and 
| ' the effective rates. The amount charged for 1949-1950, and the proposed charge 
| for 1950-51 are set out for all earned income and for investment i income. Is that 
_ table useful for your purpose? 

Q. Yes—A. Mr. Chairman, I should mention that in making the actuarial 
_ estimates the age factor was a very important consideration. Although contri- 
butions from the initial school leaving age to retirement were estimated to meet 
full costs of benefits of people entering the scheme on school leaving age, the 
actual cost could not be met in this way because people insured under earlier 
programs were brought into the scheme at the beginning, and new classes— 
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self-employed and non-employed—were to enter at various ages, thereby | 


increasing the costs of retirement pension. This additional burden was placed 
on the exchequer. | . 

On page 36 there is a table on expenditure, and I would like you to note 
Item 1, retirement pensions. You will see for 1948 the estimate was 238 million 
pounds and that for 1978 the estimate is 501 million pounds. The retirement 
pensions increased from 53 per cent of the total cost of these insurance schemes 
in 1948 to 67 per cent in 1978. Now part of this rising cost is due to the fact 
that when the scheme came into operation there were many older people who 
would not contribute sufficient to completely take care of their retirement benefits 
and the exchequer is in effect subsidizing these people under the scheme. That 
to some extent explains the question that arose at our last meeting when I was 
asked why the exchequer was carrying an increasingly greater share. It is not 
necessarily an answer to why it is taking a larger share, but it does tell us that 
in their calculations they have endeavoured to set the rate so that it will take 
care of a person from school leaving age through to retirement age and pay him 
the pension rate now provided. It indicates that many people who were older 
than school leaving age on entry would in effect have a deficit because they 
would not have contributed for as many years, and the exchequer is endeavour- 
ing to make up this amount. 

Mr. Homutu: Is the advance or loan being made with the idea of getting 
it back; or is posterity going to pay the loss on those who are under the scheme 
now? Is the exchequer giving the money with the idea of getting it back; or is 
it really subsidizing it? 7 | 

The Witness: I would answer your question this way, Mr. Homuth. The 
exchequer is making up the balance year by year as it is required. As the 
additional cost mounts the exchequer is trying to take up the slack and that 
means the money is coming out of general taxation at the particular time. 

Mr. SuHaw: It is not a loan; it is a straight subsidy payment? 


The Wrirness: That is correct. 


By Mr. Brown: 


Q. Well, in 1948 the amount was 118 million pounds, but in 1978 it will be 


416 million pounds. The income tax to raise 118 million pounds, as of 1949, on 
an income of 1,000 pounds is 265 pounds 10 shillings. So, if the total exchequer 


costs are going to rise from 110 million pounds in 1948 to 416 million pounds in © 


1978 there is not much hope of a reduction in the income tax, would you say?— 
A. Well, Mr. Brown, that would depend on a number of factors. Its real burden 
would depend upon the increase in the average man-hour productivity in the 
period. It would depend upon other expenditures such as national defence, and 


so forth; there would be other charges upon the national revenue than social 


security alone. . 
Q. Yes, but even the contributions by the exchequer are raised from 118 
~ million pounds to 416 million pounds in a period of thirty years. No matter how 
you cut it it is about three and a half times larger an amount, as I figure it?—A. 


You are quite correct, Mr. Brown in saying that the amount that will have to be — 
met out of general revenue will increase very considerably in the next thirty 


years. 
Q. I am considering that the other expenses of the country will go on? 


Mr. Weaver: All of the increase come out of the exchequer? 


The Witness: Yes, you can see that they plan to pay most of the added - 
cost, as I said before, from general revenue. As you say, Mr. Weaver, the: 


exchequer is going to take most of the added burden. 
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_ Mr. Homurn: Should not that burden lessen as time goes on and as these 
people who have not contributed die off? If the scheme as worked out there is 
actuarially sound, with respect to the amount of contribution from the individual, 
the government, and so on, when the burden should lessen rather than increase 
as times goes on. Why is it that it contemplates such a tremendous rise? 

Mr. MacInnis: Before Mr. Willard answers the question I will say this. 
Surely we cannot at this particular moment state whether a higher amount is 
going to be a burden or is not going to be a burden in 1978. It will be a burden — 
if the national income remains as it is now, but, if the national income has 
; increased in the same ratio, there will be no more burden than there is today. 
€ Should the national income increase to a greater extent there will be a lesser 
‘ burden. I do not think there is any use talking of 1978 here. 


Mr. Brown: Have you any figures, Mr. Willard, to indicate how much of the 
; national revenue is derived by income tax at various levels—say 200 pounds per 
¥ annum, 400 pounds per annum, and 800 pounds per annum. 200 pounds would 
be roughly $600 in our currency and 1,000 pounds would be roughly $3,000 and | 
so on. Have you any idea of how much income tax is collected from different 
classifications or levels of income? 

The Wirness: We will try to obtain that information for you. i 

The CuarrMan: Would you go back to Mr. Homuth’s question, Mr. Willard? 

Mr. Brown: Oh, I am sorry I interrupted. 

The CHarrMAN: It is quite all right. 

The Wirness: In most countries we have found that the cost of old age 
retirement is going to go up owing to the maturing of an insurance scheme and/or 
to the increased number of persons that will have to be taken care of in future 
years. On the other hand the cost of other income maintenance programs are 

‘ at a fairly stable level. For instance, they can predict fairly accurately what the 
cost is going to be with respect to a program such as family allowances; there 
may be some variation owing to changes in the numbers of persons in the lower > 
age groups. In the case of old age, in nearly every country we have studied, we 
3 find the cost is increasing in the next two or three decades—and that is so in the 
case of Great Britain. 

Now Great Britain had a choice of either increasing their contribution rates 
year by year as that cost mounted or of increasing the treasury contribution 
year by year. They have said that in 1951 they will make an adjustment upward 
in the basic rate. It will be 4 pence for an insured man, for instance. Beyond 
that they have planned to make up most of the additional expenditure by means © 
of subsidies to the scheme by the exchequer. That is the policy they apparently 
j plan to follow. In a few years they may feel they want to raise more by means 
___ of contributions or perhaps less. I have stated the policy as it is at the moment. 
“e 


Mr. Brooxs: At the present time they have two systems—the contributory 
and the non-contributory systems. The reason why the exchequer is paying so 
much more in years to come is that they are absorbing the non-contributing 
system and the actual result in the end will be that the government 1s not paying 
any more than it is paying at the present time. They have not a universal 
coverage at the present time, as they expect to have in years to come. 

The Wirness: I think that is a good point. They are picking up in this 
insurance scheme a large number of people who are quite a long way along 
towards their retirement whereas heretofore the exchequer would have contribu- 
ted to the support of a number of those under the non-contributory old age 
pension scheme. For instance most persons now 55 years of age or less will be 
taken care of eventually under the contributory retirement scheme. 

Mr. Knowxes: Might it not also be noted this system could be described 

as in part social insurance and in part social security. 
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I had in mind the distinction Dr. Davidson made the other day in 
general terms that a social insurance scheme is one in which the people pay 
a contribution and get a benefit that is related in some way to that contribution. 
Whereas, social security plans involve payment out of general revenue and 
universal coverage. It seems to me they have combined the two. Payments 
are made in by individuals and there is some relation when the benefits come; 
but the amount paid in does not provide sufficient coverage and actually you 
have social security represented by the amount that comes out of the general 
revenue rather than being paid by the exchequer. 


The Wirnezss: It is not social insurance in the sense that the actual amount 
that an individual contributes will be reflected in the amount of his benefit; 
nor will the duration of his contribution be reflected in the amount of his 
benefit. On the other hand, you can get almost any variety of combinations— 
from a strict social insurance scheme where the individual benefit is directly 
related to his contribution and where the state does not make any contribution, 
to the general contributory system where the benefits are not in any way 
related to the contributions paid out but only used as an earmarked tax method 
of raising funds for that system, and where the treasury or general revenue 
may carry a large or a small amount of that cost. 

You can come to a scheme such as this, where they have carried over 
one of the old social insurance ideas, which they had under the unemployment 
insurance scheme, of tripartite contributions with eligibility for benefits and 
the amount a flat rate benefit, determined by previous contributions. Under 
the present scheme in Britain they are introducing a larger contribution on the 
part of the exchequer, whereas, in the case of the old employment insurance 
scheme after the government paid its share under the tripartite system it 
was through; but when, during the depression, the fund went in the red, the 
exchequer loaned that fund money which was paid back later. The British 
scheme is getting away from the more rigid type of insurance program to a 
program where the treasury is subsidizing the scheme year by year; with the 
result that as the need for funds increases the treasury may have to increase 
its contribution and, if in a particular year the need declines, the treasury 
may be able to pay in less. 

There will be this flexibility of the exchequer’s contribution into the 
fund. 


By Mr. Weaver: 

Q. Would it not be correct. to say the trend is away from the contributory 
system rather than towards it?—A. I do not think it would be correct to say 
that generally. I think it would be correct to say that in the case of Britain the 
trend is toward a greater amount of participation by the exchequer, having in 
mind of course that the exchequer in turn obtains its money from general 
revenue. 

Q. Well, what is the difference? 

Mr. SuHaw: The effect of it is as Mr. Weaver asserts, although the policy 
makers may not be prepared to admit it. 

Mr. Knowurs: The difference is the portion collected from the people by 
one branch of the exchequer, in terms of receipts from insured persons, is 
on a more or less flat rate, whereas the portion collected from the same people 
by way of general revenue which comes mainly from income tax, is on a 
different rate? The tendency seems to be toward increasing the amount 
of cost of this that is borne by the income tax structure. 


Mr. Wraver: That is what I said. 
Mr. Brown: The small people are going to have to pay it. 
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Mr. Ferrie: Really and truly get down to the bottom of it, it is making 
really a small donation to the fund. If the donation is too high no one will 
participate. 

They would want to drop it, so they make the contribution through a 


hidden tax. 


Mr. Buatr: The scheme does not support itself. The balance required 
is made up out of funds provided by the government. © . 


_ Mr. Frrrte: It is like buying a suit of clothes—you pay an 8 per cent tax 
which you do not see but, if they told you you were paying 8 per cent 
you would certainly kick. 

The CuairMaNn: There is an old French saying: 


Ce qu’on ne sait pas ne fait pas mal,—what one does not know, one 
does not care. . 


Mr. Ferrie: What the eye does not see the heart does not grieve over. 
Mr. Brarr: It will hurt when you pay the income tax? 


The Wirness: I would add that it has been traditional in British social 
insurance to have contributions. Lord Beveridge has argued that it is important, 
for psychological reasons, to maintain the contributory feature. The individual 
will associate what he receives with the fact that over a number of years he has 
paid toward that particular benefit with his contributions. Benefit is received 
as a right and not as charity. In addition, the fact that social security schemes 


are so costly means that most governments have tried to introduce some con- 


tributory feature which relates benefits to those contributions as a means of taking 
all or part of the burden off the general revenue and of introducing a measure 
of responsibility with regard to demands for higher benefits. I think you will 
find in different countries that there have been trends both ways. In some cases, 
the proportion of contributions total revenue is being reduced to some extent and 
general revenues are taking over a larger burden as social security schemes are 
extended. I think it is true that in other countries where general revenues have 
been carrying the load, for instance where they have had non-contributory old 
age schemes, some have decided to introduce a contributory feature in their social 
security program. 


Mr. SuHaw: Mr. Chairman, knowing Lord Beveridge as I do, it would not only 


-~ involve the psychological feature but it could involve further control over the 


individual through his having to contribute, no matter how small the contribu- 
tion. ; 

Mr. Ferrie: It is not too bad as far as the three way contribution is con- 
cerned, but when you get to the supplement, that is the killer; the government 
has to put in more money after they have already put in a stated amount. They 


match, as you might say, the other two payments and then they put in a supple- 


" ment. I cannot understand how they get this supplement. 


Mr. Brown: Do we understand then that this contributory system is merely 
a contributory system in name—obviously so because the total expenditure of 
this fund from the exchequer rises from $363 million in 1948 to a proposed 
expenditure of $1,301 million in 1978—I have transposed the figures into Cana- 
dian dollars. This is not truly a contributory scheme; it is based on the fact that 
general taxation is going to have to bear the brunt of the benefits paid out? 

The Witness: Well, Mr. Brown, we have examined a number of schemes, 
There is for example, the New Zealand scheme where they have a contributory 
feature. Each year they appropriate from general revenue a certain additional 
amount to make up the balance between the amount they raise from social secur- 


ity contributions and the amount they need for the payment of their social 
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security benefits. Would you not agree that in this regard the British scheme 
is not much different in so far as the current national insurance account is con- 
cerned. 

In other words there is a very definite contributory feature in it, which at 
the present time is raising a large proportion of the money; and in addition the 
treasury has to put in a substantial annual amount of money through supple- 
ments and grants but in the case of Britain the amount the treasury plans in 
future to put in will increase its share considerably. 

.Mr. Brown: Well you have asked me a question—do I think it is really a 
contributory scheme? 

The Wirness: Well it is by and large a contributory scheme but it is not a 
contributory scheme in the same sense as at present our unemployment insurance 
scheme. There are contributions from three parties—the government, the 
employer and the employees, but in addition, the treasury is going to have to 
increase its expenditures from $363 million to $1,301 million. 

Mr. MacInnis: I think Mr. Brown is not thinking of the fact, when he com- 


pares this fund with our unemployment insurance fund, that our unemployment _ 


insurance fund does not bear the whole cost of unemployment. It only bears 
the cost of unemployment based on the contributions and then, if a person is 
unemployed for a longer period than is allowed, the cost of his keep is paid from 
some other source and that cost will increase as unemployment increases. 

Mr. Brown: I cited the unemployment insurance fund because it is a con- 
tributory scheme. There is no additional contribution to the unemployment 
insurance fund made by the treasury of Canada. 

Hon. Mr. Kra: Is it not the hope that in the course of years the contribu- 
tory system will be able to take care of itself? 

Mr. Brown: It is going to increase in cost from $363 million to $1,301 million. 


Mr. Homutu: I agree with Mr. Brown and I still have not had an answer to 
my question. I think the logical answer concerns those who are now in the scheme 
and have not made their proper contribution—which they would have to do 
under an actuarially sound scheme. As they die off the cost to the treasury ought 
to be less. Instead of that the cost to the treasury is growing and I cannot under- 
stand that? 


The Witness: Well, Mr. Chairman, may I say this in answer to Mr. 


Homuth’s point. While the cost will increase considerably because of, among 


other reasons, the increased number of aged up to 1978, it will level off and 


perhaps decline to some extent after that. Any further aging of the population — 


may be stabilized before that time. The scheme also may have matured, shall 
we say, in another forty or forty-five years. At that time they may be at the 
stage where the total benefits received under the scheme will most closely 
reflect the amounts that the individuals have paid in. The British have built 
into their scheme a plan whereby the exchequer will carry a considerable part 
of the cost while the scheme is maturing. 

I think Mr. Brown’s point of comparing it with the unemployment insurance 
is of interest because it shows a change, at least in some respects, in the British 
approach from the old unemployment scheme for example to the present national 
insurance scheme. The former unemployment insurance scheme was in many 
ways similar to the one we have in Canada, where the contribution rates paid 
by the employer, the employee, and the state were fixed; they are determined 
on an actuarial basis which depends among other things upon estimates of what 


the rate of unemployment will be. Having determined the contribution rates — 
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that will be necessary for certain benefit rates they then carry on without the 


need of further supplementation unless the estimates prove to be unsatisfactory. — 
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Under this approach the state will contribute to this scheme a certain fixed 

proportion and if the scheme needs additional funds in order to finance the 
unemployment benefits, then the rates may have to be raised. 
_ In Britain they have come from that type of insurance scheme to the exist- 
ing national insurance scheme in which they have maintained the tripartite 
contributory mechanism but where in addition they have built into the scheme 
an annual Exchequer grant. Now, whether this new approach is more favourable 
or less favourable, it is not my place to say. 


By Mr. Brown: 
_ Q. That is why I was interested in finding out who was going to pay 
this money into the Exchequer. Would it be the persons of high income or the 
persons of low income? 


The CHaArRMAN: Obviously it would be the government for some years 
from now. 


By Mr. Brown: 


Q. But I have been told that today there are very few of high income; so | 
it is really the people who are paying it themselves, is it not?—A. The balance 
that will be paid from the Exchequer will be paid by the people who pay income 
tax and other taxes of the national government; and it will depend on the tax 
structure in a particular year, as to how that burden is shared. We have estimates 
of what the cost is going to be, but it will depend upon the actual tax structure © 
at any given time as to how that burden will be adjusted throughout the country... 

As I mentioned before, with respect to the actual burden of the cost of 
social security on the nation it will depend upon other matters, too, such as the 
increase in average man-hour productivity. If productivity increases over a 


period of time by a certain amount, the burden of the income tax and other 


taxes will not be as heavy as it otherwise would be. 

Q. But let us suppose we have a period of recession—that is something 
which used to be called a depression—and the national income is decreased; 
what would be the possibility of paying these benefits?7—A. Mr. Chairman, if 
they had a recession, it would again depend upon government policy as to 
whether they wanted to reduce the benefits or to maintain the existing benefits 
through deficit financing. 


By the Chairman: 
Q. Or increased taxation?—A. Increased taxation would be another alter- 


native, yes. 


Q. Those are the three ways? 


By Mr. Brown: 
Q. How can they? They cannot take what they have not got. 
Mr. Buatr: I thought you were speaking about a recession? 
Mr. Weaver: All these schemes that we have covered are part contributory, 


while part is paid for by the Exchequer, although combined in a different way; 
and we are merging now into the two different rates. I think that the British 
scheme moves over towards a non-contributory system in the extreme when 


compared with the one we studied from the United States which went towards 


the direction of a contributory scheme in the extreme. I think they are both 


fundamentally different. Is not that correct?—A. There is another cross-current 


there. The British are trying to get away from their non-contributory scheme 
which they introduced back in 1908 and they are trying to place the whole 


i burden as far as they can on their insurance scheme. 
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By the Chairman: . ANS 

Q. On a pay-as-you-go basis?—A. On a pay-as-you-go basis, yes sir. It 
is true that they have a national assistance program which they have built 
in behind it, in order to buttress and support it, with supplements where retire- 
ment benefits are insufficient and with assistance for those who have not been 
covered. But, by and large, they are trying to get away from their non- 
contributory old age pension of 1908. And the first step in that effort was 
in 1925 when they brought in their contributory scheme with a limited coverage. _ 
Now they are trying to increase their coverage under a contributory scheme 
and make their insurance scheme much broader in scope. So I think you have — 
to weigh the fact that within the insurance scheme itself they may be bringing _ 
in a larger exchequer contribution, and the fact that they have for some time 
been trying to get away from their non-contributory scheme which was financed _ 
totally from general revenues. ‘ 


By Mr. Knowles: | 

Q. It seems to me it is possible to argue in the direction which Mr. Weaver _ 
suggested; and that it is equally possible—and this shows how we must keep _ 
the definition of our terms clear—to argue the other way and to point out that _ 
in 1978 the whole of the £749 million will be paid out of contributions by the — 
people of the United Kingdom. They will pay £176 million as insured persons; 
they will pay £136 million as employers, and in addition to that, the people 
through their taxes and through other ways in which the government collects 
revenue will pay £78 million from the Exchequer, £338 million in supplements, 
and also £21 million as interest on top of that.. You can argue both ways: that 
it is moving away or contributory if you define “contributory” as a direct 
insurance plan; and you can also point out that the thing is wholly contributory. — 
The CuHarrman: Do I understand that if one follows your reasoning you ~~ 

are contending that our present system of means test is a contributory system? Fe 


Mr. Knowues: Certainly. 


The CHairMaAn: Surely it is paid for by the people of Canada. There is ‘: 

no doubt about that. 
Mr. Brown: Is our income tax scheme contributory or compulsory? a 

_ The Cuatrman: Anything which enters the government funds is a contri- 
bution from the Canadian people. There is no doubt about it. . a 
Mr. Suaw: Then why all this infernal discussion about contributory 
versus non-contributory? 4, 
The Cuarrman: I believe we shall be coming to that when we discuss a o 
possible plan for Canada; and when we start on that discussion, I do not believe 
all the members of the committee would agree. ‘e 
Mr. SuHaw: Well, I have not said one-quarter as much as I wanted to. Ky 


The CHarrMan: Yes, I understand the point. But I believe we should carry = 

on now because it is already twenty minutes past five. : % 
Mr. Brown: We are trying to understand their scheme. J 
Mr, Bua: It is just a matter of getting this thing cleared up in this ma 

particular case. owe 


By Mr. Brown: | 

Q. I might be in favour of it, but I do not know.—A. Are there any other — 
questions with respect to the insurance scheme? If not, we might move on to 
the non-contributory old age pension scheme. al 
The CHarrMaAn: Agreed. tag 
The Witness: The Non-Contributory Old Age Scheme is in many ways — 
comparable to our old age pension program in Canada, bearing in mind that 
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- Britain has a unitary state and there is no question of a federal-provincial 
_ scheme; accordingly, it is a national scheme. The age qualification is 70. As 
_ to nationality, a person must be a British subject for 10 years to qualify. With 
_ regard to residence, if he is a natural born British subject he must have 12 
years residence after becoming 50 years of age; if he is not British born, 
he must have 20 years residence; there are certain minor provisions for 
absences. The maximum pension was raised in 1946 from 10s. to the current 
rate of 26s. for a single person or a husband; 16s. for a wife, and 42s. for a 
married couple. | 
4 In the period 1940 to 1946, more than 50 per cent of the old age pensioners 
_ were receiving supplements under the 1940 Act which provided for supple- 
_ mentary aid to pensioners under either the contributory or the non-contributory 
_ schemes, after the rates were raised, about 65 per cent of that 50 per cent 
no longer needed supplements. 
Now, with regard to income and property qualifications may I draw your. 
attention to the table on page 41 where you will see the allowable resources 
required; a single person or a married man gets a maximum yearly pension of 
_ £67 and 12s.; there is a basic exemption of £39 for unearned means; and there 
~ is another provision which allows additional means up to £26 5s. If an individual 
has £39 unearned means, and if he has additional means of £26 5s., he can 
receive the full pension. His maximum annual income, including the full pension 
— will be £132 17s. Provision is made whereby the amount of non-contributory 
pension payable to a single person or to a married man is reduced in respect to 
all other resources over the £26 5s., up to a maximum of £89 5s., after which no 
pension is payable. 
we Similarly you will note that the maximum yearly pension for a married 
& couple is £109 4s. and that the maximum annual income including full pension 
ia is £239 14s with a reduction of full pension for all other resources from £52 10s. 
up to a maximum of £178 10s., beyond which no pension is granted. 


By Mr. Blair: . 
Q. What do you mean by “unearned means’? Could you elaborate on that? 
_—A. If you had some stocks or bonds and you had income coming from those 
stocks or bonds, that income would be considered unearned means for this 
% purpose. 
4 A The CHarrMAN: That again is a question of the definition of terms, Dr. 
 Blar | 


_~ Mr. Knowtes: You had better stick to the practice of medicine, Dr. Blair. 


7 The Witness: On page 42 you will note that the amount by which a weekly 
pension is reduced because of resources within these stated limits is illustrated 
for certain selected rates; and you will observe that as the yearly means rise 
from £26 5s. for a single person up to £89 5s., the basic pension for the single 
_ person drops from 26s. to 2s. a week. 

E Now, with respect to the calculation of means, the means include: income 
| in cash, including any voluntary payments or allowances; the yearly value of 
property owned and occupied; the value of free board or lodging; and the yearly 
value of investments or other property which is not being used by the applicant 
himself. 

In determining yearly value of property or investments, the first £25 is dis- 
regarded; the value of the next £375 is calculated at 5 per cent, and the value of 
| any amount in excess £400 is calculated at 10 per cent. In the case of married 
-« these amounts are doubled. 


: ~ Certain means are disregarded such as the value of any furniture or personal 

effects belonging to an applicant, any sickness benefits, received during a period 
of not more than three months in any year, and any assistance grant and so 
61921—2 
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forth. I think it is Peas to note the degree of Santanty Beh een the pro- ; 
visions of the British means test scheme and the existing Canadian scheme; — 
while there are some variations here and there, for the most part it is a com- © 
parable piece of legislation. 1 

I might mention that the cost of the non-contributory scheme in 1948-49 ~ 
was about £27-:4 million, and it is estimated that the cost will be about £1 
million in 1978; in other words, they are withdrawing from this scheme. After — 
October 1,.1961, they will not receive any new applicants under the program. — 

Are there any questions that the committee would like to ask with respect — 
to this non-contributory scheme? 


By Mr. Brooks: 

Q. It says nothing about real property as far as a home is concerned, does 
it?—A. On page 42 at “the foot of the page, in determining the value of property 
or investments you will notice that they have a basic exemption and that over 
and above that basic exemption they take 5 per cent on the yearly value up to 
£400; and as to anything in excess of. £400, they take 10 per cent. 


By the Chairman: 

Q. Does that include property which is used as a home? That is what 
Colonel Brooks had in mind, I think?—-A. Yes, ‘Colonel Brooks. That includes 
the property used as a home. It is similar to Canada in that respect. 

@. Are there any other questions on this non-contributory means test system? 
Very well, we will go to the next item—A. The passing of the national assistance 
Act was one of the last steps in the break-up of the Poor Law system in England 
which operated for over 300 years from 1601 under the auspices of the local 
authorities. The Act places the general assistance program under the adminis- 
tration of a national body. It brings together under that administration a num- 
ber of assistance schemes which previously existed, including unemployment 
assistance which was operated formerly by the Unemployment Assistance Board, 
tuberculosis treatment allowances, certain blind domiciliary assistance, supple- 
mentary payments provided to pensioners of the contributory and non-contri- 
butory schemes under the 1940 Act, and loca! relief provided under the Poor 
Law system. I wish to stress that it is a general assistance scheme payable to” 
any person over 16 years of age in need. 

With respect to the aged, it provides two types of assistance: one is supple- 
mentary aid to recipients ‘under the non-contributory old age scheme and under — 
the contributory retirement scheme in cases where the benefit paid has been _ 
insufficient to meet basic needs, and the other is aid to aged persons who are- 
not covered by either of these schemes. 

The basic feature of the national assistance program is its flexibility, its” 
wide variety of provisions for assisting people in need. It has, for instance, — 
ordinary assistance rates which vary according to marital status, to whether or 
not the person is a householder, and to the age of other dependents. It makes. 
provision for upward adjustment in these basic rates in cases of special need. In 
addition, it provides special rates for persons who are blind, for tuberculosis — 
patients. Further, it provides for rental allowances which gives its flexibility 
with respect to the rent factor in the family budget. Finally, there are single — 
emergency grants. This wide variety of grants adds to the flexibility of the 
program. oe 
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By Mr. Shaw: 


Q. That word “single” does not refer to an unmarried person, does it?— 
No sir. 
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I think it is important to note that the non-contributory old age pension 
scheme we have just discussed is a means test scheme while the national assis- 
tance scheme is a needs test scheme. The assistance program operates on a 

budget deficit method; they try to determine the individual basic requirements 

of a person in need, and to deduct from those requirements any resources he may 
- have, before they determine the amount of the assistance payment. 

. As I have mentioned, an important feature of this program is the special 
‘ provision for rental allowances. Budget studies reveal that one of the items 

that varies most in different family budgets is the rent factor, whether it be as 

_ between one section of the country and another sector or between one household 
_ and another household within the same city. It is very difficult to compensate 
_ for this wide variation of rents and they have endeavoured through a flexible 
rent allowance to meet this situation. 
_ ____I think it should also be mentioned that in determining the budget of an 
_ individual or of a family, health services did not come into consideration. 


* 
z By Mr. Brown: 
P Q. Are there any limits on this rent assistance?—A. We are coming to that 
point in just a moment, Mr. Brown. 
5 Q. All right, Iam sorry—A. Health services are provided under the national 
health scheme. 
f I think it is interesting to note that assistance in part or in whole 1s 
_ provided in kind. This is in contrast with a program such as the Old Age 
Assistance scheme in the United States and the Old Age Pension program in 
Canada where only cash payments are provided. 

Now, with respect to weekly assistance rates. if you turn to page 47, you will 
7 See. the weekly assistance rates, exclusive of allowances for rent for ordinary 
assistance payments, and the higher special scale for blind persons, and for 
persons suffering from tuberculosis. You will notice that provision is made for a 
married couple and for a single householder, but not for a single person. If the 
single person is not a householder, he would be classed under the heading of 
“other persons” and grouped under the appropriate age category. You will 
' notice for a married couple the ordinary weekly assistance rate is 40 shillings— 
which is two shillings below the rate paid in the case of the non-contributory 
| pension scheme and the insurance retirement scheme. 
4 I would add that these are maximum amounts that are used as a guide when 
the investigators are determining how much assistance should be provided, but, 
_ that provision is also made for upward revision under special circumstances. For 
Instance, if in a particular case it is found that the maximum rate is insufficient 
\* to satisfactorily meet basic needs of the individual or of the family, a certain 
amount of discretion is permitted in the hands of the administrative authorities 
In raising this amount. A considerable amount has been spent in this way. During 
_ 1948 there were over one-quarter of a million cases where upward adjustments 
| of assistance rates were made over and above the normal maximum rates, at a 
| 4 cost to the exchequer of 2-9 million pounds. The main items for which additions 
| were made were laundry, other domestic assistance, special diets, and extra fuel. 
| The average increase was 3s. 3d. weekly. 
& As I mentioned, the scheme does provide for a considerable amount of flexi- 
3 bility in endeavouring to mect actual needs. This discretionary power to make 
upward adjustments of the usual rates set out on page 47 assists in obtaining 
_ this flexibility. 
Mr. Ferrie: Does “suffering from tuberculosis” mean that if a husband or 
wife is taken to the sanatorium the fund would take care of children or pay a 


pension to the wife or husband? 
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The Witness: Mr. Ferrie, I will obtain further details concerning the — 
tuberculosis allowance and table it for the information of the committee. 

Now, Mr. Chairman, on the question of dependents of persons under the 
assistance program I should mention that if a dependent is under sixteen then 
provision is made for that dependent to be included in the allowance to the 
individual who is applying for assistance; and that dependent would come 
under the scale for other persons under 16 years of age as set forth on page 47. 
On the other hand, for most cases where the dependent is over the age of sixteen 
years, that dependent has to apply himself or herself for an independent grant. 

With regard to the resources it is only resources of the individual who is 
applying or if a family is involved of the family that are taken into account. — 
There is no assumption that relatives have to maintain or to provide for those j 
in need. The assistance scheme is very liberal in that regard. . 

If the applicant is a householder and there are non-dependents living in ~ 
the householder they are expected to make a contribution towards rent and — 
common expenditures. A standard rate of seven shillings a week is set as the } 
contribution which a non-dependent in the household is expected to make. If, | 
however, that non-dependent has earnings of less than seventy shillmgs a week | 
provision is made for a smaller contribution towards rent and common expen- 
ditures of the household. On page 49 you will see that if weekly earnings are 
from 45 to 70 shillings the assumed contribution is lowered from seven shillings. % 
to five shillings a week. Similarly, if weekly earnings are from 25s to 45s a — 
week, the amount is reduced to two shillings six pence. If the earnings are — 
less than 25 shillings, there is no assumed contribution. 

In assessing the resources, retirement benefits, old age non-contributory 
benefits, and family allowances are considered as part of the resources. On the 
other hand, there are some resources which are disregarded—for example, war 
savings up to a limit of 375 pounds in the case of a single person and 750 pounds 
in the case of a married person. 

Mr. SmirH: What do you mean by war savings? Do you mean war say- — 
ings certificates such as we have? i 
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The Witness: The definition of war savings is very broadly construed as 
any sums loaned to the government after September 3, 1939, which actually — 
represent new savings, as distinct from conversion of other capital assets. . 

Mr. Buatr: Unearned income? 

The CuairMANn: What is the cost of administration? Going so deeply into _ 
the life of people in regard to payments made and so on must cost a tremendous — 
sum? 

The Witness: Well, again, Mr. Chairman, the relative importance of _ 
administrative cost of a scheme lke this is a matter that would depend upon ~ 
how generous the benefits are. : 

% 


The CHAIRMAN: You do not have any figures? 


The Witness: Yes, I can provide you with some over-all figures on the _ 
total cost of administration. However, if I may continue I will come to that later. 

I mentioned that war savings within certain limits were not included as ‘ 
resources. In addition, death grants and maternity grants are disregarded. Also 
under this scheme, the value of an owner-occupied home is disregarded. Further 
the value of capital up to 50 pounds is disregarded, but where the total value of 
capital is between 50 pounds to 400 pounds, a reduction in the amount of 
assistance of sixpence is made for each completed 25 pounds. 

Now, with regard to allowances for rent, variation in rental levels from 
one part of the country to the other is provided and the fact that expenditures 
on rent cannot tbe reduced during periods when earnings are temporarily 
interrupted were basic considerations j in establishing these rent allowances. Rent 
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¥ Btances are individually determined, which provides a considerable amount 
of flexibility, and this in turn depends upon a greater amount of discretion on 
the part of the investigator. 

Mr. Brown: You mean political influence? 

The Wirness: No, sir. I mean a great amount of discretion in determining 
_ the actual amount that would 'be needed with respect to the application of the 
needs test. In the case of the rental allowance some guides are set and I think 
_ they do reduce, to a certain extent, the discretionary power. 

Rent is defined as the weekly rent or a proportion of the rent appropriate 
_ to one week. In the case of a householder, it is defined as the weekly proportion 
_ of expenses, such as, taxes, necessary expenditures on repairs or insurance, and 
_ any sum attributable to interest on a mortgage on the house in which he lives. 
_ Net rent is the rent less any proceeds from sub-letting a part of the premises. 
_ Where the applicant is a member of ‘another person’s household and is over 
eighteen years of age, he is generally allowed a share of the rent; the minimum 
addition for this purpose is 2s. 6d. and the maximum 10 shillings a week, 

i It is interesting to note that in a 5 per cent sample survey they found 
that the allowance for rent which was being provided under the assistance 
_ scheme was covering the whole of the net rent in 87 per cent of the cases. At 
_ the foot of page 52 the considerable variation in rental amounts is indicated 
by the range of average payments shown. These data are obtained on the basis 
of this 5 per cent sample. 

€ I mentioned before the upward adjustment of the basic rate and also the 
‘ "single grants which are provided for cases of exceptional need. In the case of 
_ the single grants they make up a comparatively small amount of the cost under 
B the assistance program and they have been perhaps the most troublesome 
4 _ from the administrative point of view. It is the type of grant where an aged 
person might find that he needs a new stove and has no money available to 
2 take care of matter. Every case has to be reviewed and I understand that a 
j _ large proportion are turned down. This type of allowance is probably costly 
from the administrative point of view; at the same time, it does increase to 
- some extent the flexibility of the caherie. ; 

¥ It is interesting to note the range of assistance payments. They averaged 
for all recipients 15s. 4d. weekly, and about 47-2 per cent received up to 
710 shillings weekly, and only 4:5 per cent received over 40 shillings a week. 
Residential accommodation for the aged is the responsibility of the local 
authorities. Provision is made whereby if an aged person is receiving accom- 
~ modation in one of the homes or hostels of a local authority, he will receive 
is assistance payment out of which he will pay the local authority 21 shillings 
a week which will leave him an assured 5 shillings a week. 

With respect to finance and administration, the cost of the assistance pro- 
gram in 1949-50, including administration, was 87-4 million pounds. It is inter- 
esting to note ae of that total cost of old age pensions—that is the non- 
4 ontributory scheme—accounted for 27-4 million pounds. Expenditures under 
a the National Assistance Act, excluding non-contributory old age pensions, which 
are administered by the national assistance board, amounted to 60 million 
Bounds: 

The estimated administration costs of all the assistance schemes, including 
g the non-contributory scheme as well as the national assistance scheme, was 3°85 
million pounds for 1948-49 and it is estimated that it will be about 4 million ~ 
e pounds for 1949. 


Mr. Macnaucuton: Have you any breakdown of the number of employees? 
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The Witnsss: The total staff employed by the National Assistance Board | 
for 1948 was 10,853. That included headquarters staff, and the staff at regional 
and area offices, as well as certain provision staff employed in connection with 
the Polish hostels which are maintained under the assistance program. 

Mr. Smiru: As of when are those figures? 

The Witness: As of the 31st of December 1948. 5 

Mr. Smiru: What are they for? /g 

The Witness: The national assistance board, which administers the non- j 
contributory old age pension scheme and the national assistance scheme. . 

Mr. Know.es: Can you indicate at this point the amount of money that is 
paid under the non-contributory old age scheme? I think the chairman got — 
the notion that the 4 million pounds was the figure it was costing to administer _ 
87 million pounds? Was that right? , 

The Witness: The 87-4 million pounds is the cost of all of the assistance 
programs—ineluding provision of the non- -contributory old age pension—assis- 
tance for persons in need, certain provisions for re-establishment and reception 
centres, and for Polish resettlement. You can see that there are a number of 
items. 

Mr. Knowtes: The 87:4 million pounds does include not only the cost 
under the National Assistance Act but the non-contributory old age pension 
program? 

The CuarrmMan: Mr. Knowles, if you will refer to the table following page 
7 of the brief you will see the information. 

The Witness: The government actuary estimates that the expenditure 
under the national assistance program will decline. His estimate for 1958 was 
53 million pounds, and he considers this will drop to 36 million pounds in 1978. 

Mr. SmirH: Have you got the costs of administration of our present old 
age pension system in Canada? 

The CHAIRMAN: We do not have that—we have it for the whole of Canada 
but not by provinces. 

Mr. Knowtes: That information was tabled in the House a few days ago. 

Mr. Suaw: It was agreed, Mr. Chairman, that it could not be accurate and 
a lot of it 1s just guess work because of the overlapping of duties within the — 
sphere of the provincial employees. 

Mr. Knowites: My memory is, and Dr. Davidson can perhaps help me, 
that the total amount expended on administration equalled about 2 per cent 
of the total amount paid out in benefits over the last three years. 

Mr. SmirH: That was the figure that was estimated as the cost? — 

Dr. Davipson: 2 per cent annually. 

Mr. Know ss: Yes. Pr 

The Witness: The assistance scheme as administered by the national _ 
assistance board. Administration is decentralized with local offices throughout 
the country. Officials of the local offices receive applications for assistance, deter- i 
mine the eligibility, and decide the nature and extent of the assistance. The a 
benefits are paid weekly. There is provision for local advisory committees and 
for appeals against decisions made by the assistance board officials. { 

Mr. Knowtss: I find that I have with me a copy of the return laid on the © 
table in the House and, if the committee would like, I could put it on the record. — 
Perhaps the best way would be to have it included as part of our record. oa 


The CHAIRMAN: That would be a good idea. 
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it What was the total amount paid out in acai allowances from 
April 1, 1946, to March 31, 1949, or during the nearest three- -year period | 
thereto. for which records are available. 


2. What was the total cost of administration of family allowances, 
not including eet covered by question 1, for the same three- -year 
period. 


a 3. What percentage did said total cost of administration eae to 
. the total amount of allowances paid out. 


4. What was the total amount paid out in old age pensions, including | 
the federal and provincial portions thereof, from April 1, 1946, to 
March 31, 1949, or during the nearest three-year period thereto for 
which records are available. 


5. What was the total cost of administration of old age pensions, 
not including pensions paid as covered by question 4, but including 
both federal and provincial ee Oe costs, for the same three-year 
period. 


6. What percentage did said total cost of administration bear to | 
the total amount of pensions paid out. 
The attached information has been received by the Secretary of State 
of Canada from the Department of National Health and Welfare. 


a 


Answers: 
> 1. $781,082,669. 
a 2. Department of National Hearn and Welfare .. $5,008,584 — 
'& Weparimemrae on Wane”. se. tele daae ae veate 6,161,499 
Deparunent one Public ) Works: io. oie. 2. ee 459,220 — 
$11,629,303 
3. 1-47. per cent. pa 
oly Os) OREN ETS CAT SS IS aI on ie GIRS ASaRh BR aD aie a gee $220,040,443.84 | 
Pb Pet of bel UN PUN Se BS Sie Seg aa RM DIR 8,339,797.57 
Rint eC A ee Do SSCA LUY this eS $228,380,241.41 — 
DP OCCL Dy ees ek ee Re NUS sree ects Fe gat Wintel ee giat $ 169,637.18 — 
eI ere eR oats lack a ae Saati gl etter 4.445 ,000.00 
TIVE EE So COR IS Pe apd ee eae eee ee es $ 4,614,637.18 


* Note various reasons the total cost of the administration of old 
age and blind pensions in certain provinces can only be estimated. 
The figure shown above includes both actual and estimated cost 
furnished by the provinces. 


6. . 2-02. percent. 


‘Mr. Macnaueuton: As I understand it there are 10,852 persons employed — 
- in the administration of this scheme. Would you have any count of the 
number of offices required throughout the United Kingdom? 

~~ «~-Mr. Brown: There are 187 local offices I think. We had that the other 
meaay. | 

Mr. Brooxs: That was under the insurance scheme. 
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The Wrrness: Mr. Chaeman. there are 300 area aces 700 ete 
offices, and 200 part-time offices. 


Mr. Brooks: ne both schemes administered by the same people in the! ; 
same offices? 

The Wirness: No, there are separate administrative organizations. One — 
agency is the national assistance board which reports through the Minister 
of National Insurance to parliament, and the other agency is the National — 
Insurance Ministry. There are two networks of offices across the country; — 
also there are advisory committees and appeals bodies to both of these © 
administrative agencies. 


Mr. Brown: Which office is it that gives the two toupee’s? 

Mr. MacInnis: Are we finished with these reports on old age security in ~ 
other countries? . 

The CHatrMAN: Mr. Willard was just about to take up that point. 


The Witness: Mr. Chairman, the research division has prepared two other — 
memoranda which we will be able to place before the Committee. One is on — 
Old Age Income Security in Switzerland which I think will be available tonight, — 
and the other is on Old Age Income Security in France which will be available — 
tomorrow night. My understanding is that you do not wish to discuss them | 
at the committee meetings. In that event, if there are questions which arise ~ 
in the minds of members when they read the briefs, we would be glad to answer ~ 
them. I will be attending future meetings of the Committee and if members — 
wish they can give me their questions and we will try to have prepared answers — 
for those questions. These are two teste schemes and the Committee — 
may find them of some value. 

Mr. MacInnis: I would like to express my own appreciation for the — 
excellent work that the Research Branch of the Department of National Health | 
and Welfare has done in preparing these reports. They have given us informa-_ 
tion covering several countries not on old age pensions alone but on social — 
security programs to an extent which we have never had before and which, in ~ 
my opinion, is invaluable to members of parliament. a 

The Cuatrman: I wish to thank Dr. Willard and Dr. Davidson for the ~ 
trouble they have gone to and for the excellent information and testimony 
which they have given the committee. bs 


Mr. brown: Do not forget their assistants? — 


The CHAIRMAN: Yes, we should thank the assistants of the research divi- 
sion who have been working very hard and for very long hours, since we we a 
been ane in order to help us. ¥ 


in ip is countries we have studied so far. an 
Is it the wish of the members of the committee that we have the memo- — 


tomorrow? 
Agreed. 


this amendment placed in the printed record. 
Agreed. 


The CuarrMan: I would ask the steering committee to stay for about ten | 
minutes. a 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 


Turspay, May 9th, 1950 


¥ The Joint Committee of the Senate and House of Commons on Old Age 
_ Security met at 4.00 p.m. Honourable Senator J. H. King and Mr. Jean 
3 pee M.P., Joint Chairmen were present. Mr. Lesage presided. 


Also present: 


oe 

‘ 

‘ The Senate: Honourable Senators Burke, Fallis, Farquhar, Fogo, 
2 Hurtubise. 


3 The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, 
i Blair, Brooks, Brown (Essex West), Corry, Croll, Ferrie, Fleming, Homuth, 
e : Knowles, MacInnis, Macnaughton, Pinard, Richard ( Gloucester), Robertson, 
¢ Shaw, Smith ( Queens-Shelburne), Weaver. 
- Mr. Lesage presented the Fourth Report of the Steering Committee and 
submitted a list of organizations to appear before the Committee during the 
~ week commencing on May 15th. The Steering Committee’s Report was adopted. 
¢ (See this day’s Minutes of Evidence.) 

& Dr. Davidson was recalled. He reviewed certain aspects of the evidence 
_ submitted to date on the Old Age Income Security Programs in various countries. 
eDr. Davidson was assisted by Mr. Willard. He filed a statement comparing the 
— main features of Old Age Security Programs in certain countries, which appears 

. at the beginning of this day’s Minutes of Evidence. 
The following other documents were filed and ordered to be printed in 
appendix to this day’s proceedings, viz: 
-1. Comparison of Personal Income Tax and Social Security Levies—Canada 
—Australia—New Zealand. (Appendix “C”’) 
| [ 2. Total costs of Old Age Security Proposals at various ages and amounts. 
| # (Appendix “D”). 


ae ~ NOTE: The following documents tabled e the previous sitting also appear 
| appendix to this day’s proceedings, viz: 


1. Old Age Income Security Programs—Switzerland. (Appendix AM), 

2. Old Age Income Security Programs—France. (Appendix “B”). 

At 5:45 p.m. the Committee’s proceedings were interrupted by the House 
of Commons division bells and the Committee adjourned until Wednesday, 
May 10th, at 11:00 a.m. 
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Wepnespay, May 10th, 1950 


The Joint Committee of the Senate and House of Commons on Old Age 
‘Security met at 11.00 am. Honourable Senator J. H. King and Mr. Jean 
Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 
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Others present: 


The Senate: Honourable Senators Burke, Fallis, Farquhar, Ferland, 
Horner, Hurtubise, Vaillancourt. 

House of Commons: Messrs. Ashbourne, Blair, Brooks, Brown (Essex 
West), Cannon, Corry, Cote (Verdun- LaSalle), Ferrie, Fleming, Laing, 
MacInnis, Pinard, Richard (Gloucester), Shaw, Smith (Queens- Shelburne). 
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In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare and Mr. | 
J. W. Willard, Director of Research, Department of National Health and 


~The Chairman ists a supplementary memorandum re Canada’s Ola 
Age Pension Program. (See Appendix E of this day’s proceedings). 4 


Pursuant to an order of the Committee under date of May 5th, the corres-_ 
pondence exchanged with the Provinces and Representations received from — 4 
Provinces also appear at the end of this day’s proceedings. ee Appendix a 


Examination of Dr. Davidson continued. 
At 12: 30 p.m. witness retired and the Committee adjourned until 4.00 p mm. 


R. ARSENAULT, hl 
Clerk of the Committee. 


NOTE: Minutes of crise and Evidence of this day’s afternoon sitting y 
are recorded in No. 14. 


Ae 
ea 
ie 
hee 2h 
( baa 1 6s i ti, 
; ; a's wil ei 
‘ 4 yt 
/ Pet 2 
~~, Le at 


MINUTES OF EVIDENCE 


House ofr CoMMONS, 
Turspay, May 9, 1950. 


a The Joint Special Committee of the Senate and the House of Commons 
on Old Age Security met this day at 4 p.m. Hon. Senator J. H. King and 
_ Mr. J. Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 2 

The CuHairMAN: Senator Fallis and gentlemen, order. There was a meeting 
of the steering committee last night and it was suggested that in the week | 
beginning Monday, May 15 we hear representations from the following 
organizations: On the 15th, The Canadian Manufacturers Association; on the 
16th the Trades and Labour Congress of Canada; on the 17th, the Canadian — 
Welfare Council; on the 18th, the Canadian Life Insurance Officers Association — 
and on the 19th the Railway Transportation Brotherhood. These five are © 
~ national organizations and the memoranda we have received from these 
organizations will be distributed to members this Thursday; and, of course, are | 
- not for publication. Most of these organizations have asked that the contents 
_ of their briefs be not made public before their representatives appear before 
the committee. They are being distributed so that members of the committee 
may study them and be ready to ask questions when these representatives are 
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before us. 
_-_-__—sCMr. Brown: How are we going to keep them confidential? 
x The CuHatrMaNn: Consideration has been given also to the possibility of 


hearing representations from the two national organizations from the blind but 
i 4 a decision on that point has been postponed until Monday next. 

¥ Memoranda on the old age security programs in Switzerland and France 
a are now being placed before you. The one for Switzerland is already in your 
a. hands or will be in a few minutes and the one on France will be available 
| i tonight. They will appear as appendices in this number of our proceedings. 
(See Appendix “A”—Old Age Income Security Programs—Switzerland.) 
& (See Appendix “B’”—Old Age Income Security Programs—France.) 

: | You also have before you a memorandum containing sets of tables and 
_ explanations, entitled “Comparisons of personal income tax and social security 
a ) levies in Canada, Australia and New Zealand.” This will also appear as an 
appendix in this number of our proceedings. (See Appendix “C’’). 

- Now, Dr. Davidson is here today, gentlemen, to help us to try and review 
our recollections of the very interesting tour that we have made of the several 
countries over the last two or three weeks. You have before you a memorandum 
~ bearing the title “Comparative analysis of main features of programs under 
preview” which will be printed in the evidence at this point. 


en 


_ COMPARATIVE ANALYSIS OF MAIN FEATURES OF PROGRAMS 
UNDER REVIEW 


UNIVERSALITY OF BENEFIT 


, None of the programs studied provides a 100% universal benefit, either at 
the age of 60, or 65, or 70. Sweden and New Zealand come the nearest of all 
_ to the achievement of this objective——Sweden with respect to the age group 67 
and over, New Zealand with respect to the age group 65 and over. But Sweden 
limits its benefit payments to citizens, and New Zealand restricts its universal 
eee annuation benefit to those with 10 years’ recent residence (or alternatively, 
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20 years’ residence in'the country. Conversely, ‘Sweden has no residence quali- | { 
fication and New Zealand no citizenship requirement. _ 

In New Zealand, benefits are paid to over 99% of those who have attained the 
eligible age of 65 (all but 878 of the 156,950 residents 65 and over were either on | 
universal superannuation benefit or on age benefit (means test) in 1948). No | 
exact figures on case-load and its relation to population 67 and over are avail- 
able for Sweden, but only aliens over 67 are excluded from basic benefit as a 
right. 

In achieving such a close approach to universal benefit payments, New 
Zealand has found it advisable for some years to come to compromise on ade- 
quacy of superannuation benefit; and Sweden has compromised on the score of 
age. In each case it seems fair to infer that costs have been one of the governing 
factors in the making of these compromises. 

New Zealand, in addition to supplementing three-fifths of its universal 
superannuation cases with means test age benefits (92,258 out of 156,950 in 1948), 
also pays mean test age benefits to slightly less than 30% of its population 60 to 
64. Sweden also pays allowances on a means test basis to wives of pensioners, 
if the wives are 60 or over. Widows are also provided for in Swedish and New 
Zealand legislation, both those over 60, and, within limits, those under 60. 
Generally speaking, however, benefits below the age of 65 in New Zealand and 
below 67 in Sweden are paid on what must be regarded as a limited or partial 
coverage basis. ’ 

The United Kingdom probably follows next in line, in terms of universality. 
of benefits paid. Its benefit payments are, however, considerably less universal — 
at the present time, with 63% or 4,150,000 persons of pensionable age (65 for 
men, 60 for women) on retirement benefit as of April 1949 out of a total of # 
6,537,000 above these ages as of June 1949. To this should be added some 449,000 
persons 70 and. over on means test old age pensions as of April 1949. The total — 
percentage of men over 65 and women over 60 on benefit under one or the other 3 
of these programs in April 1949 was, therefore, about 70%. | 

Compare this with the New Zealand figures already given, which show 77% ~ 
of all the population over 60, both men and women, on means test or superannua- ~ 
tion benefit in 1948. While coverage under the U.K. provisions is expected to 
increase in future years, it clearly falls short at the present time of the degree 
of universality achieved by New Zealand. Just as New Zealand compromised — 
on adequacy of benefit rates, and Sweden on age, the United Kingdom has com- ~ 
promised on the extent of universality of benefit under its program. Such require- — 
ments as a minimum of 156 contributions, an average of 50 contributions annually 
paid or credited, the condition of retirement (except for small amounts of part- © 
time work), the incentive to defer acceptance of benefit, the partial exclusion of 
those with less than £104 annual income, and the limited inclusion of those over — 
55 when the program came into effect eal tend to diminish the universality of — 
benefit payments. Likewise residence, nationality and means testing features 
of the non-contributory pension program exclude certain numbers over 70 years 
of age. | 
Denmark, with its mean test old age pension program for men at 65 and ~ 
women at 60, stands probably close to the 50% mark in terms of universality of _ 
benefit. In 1947, 212,000 persons or 40°5% of the total population 60 and over 
were in receipt of old age pension. If this percentage were stated in terms of 
the population of pensionable age (i.e. excluding males 60-64), it would — 
probably come fairly close to 50%. Denmark has compromised on universality 
of coverage by retaining its means test provision. 

Australia, United States and Canada are grouped together around the 30- 40% % 
mark in terms of universality of benefit. Australia in 1947 paid age or invalid 
pensions on a means test basis, subject to qualifications of residence, citizenship — | 
and character, to 37:9% of its pensionable population (65 for males, 60 for 
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- females). It was on this point of universality of coverage that Australia had to 

- compromise. The United States, through its old age and survivors’ insurance 

and old age assistance programs combined, provided security payments at the 

end of 1949 to 4,400,000 or 38% of its 11,500,000 citizens 65 and over. The 

_ United States compromised both on universality of coverage and of benefit, and 
_ also on adequacy of benefit under its O.A.S.I. program. 

] Canada, on March 31, 1950, paid means test pension to 43-1% of its popu- 

_ lation of pensionable age 70 and over. It compromised, therefore, on both age 
and universality of benefit. 


FuTuRE UNIVERSALITY OF COVERAGE 


- The figures given with regard to universality of benefit in the preceding 
‘ section relate to the facts as they exist at the present time. In a number of 
countries reviewed (e.g. the United Kingdom and the United States), the 
% nature of the program is such that it takes a considerable number of years 
to mature, so far as this question of universality of coverage and ultimate 
eligibility for benefit are concerned. 

: In the United States, for example, as the O.A.S.I. program matures, larger 


numbers will become eligible for retirement benefits and larger numbers will — 


- undoubtedly draw them. The longer the lapse of time from January 1, 1987, 
¥ the greater the opportunity for individual wage earners to achieve permanently 
insured status by getting 40 quarters of coverage. Since close to 60 per cent 
of the currently employed labour force is under the coverage of the insurance 
ae program, this will probably mean that as the years go by a higher and higher 
percentage of the total population 65 and over will become eligible for and 
be will actually draw benefits. To some extent these additional benefits will be 
partial benefits and may have to be supplemented by means test old age 
assistance. The margin of 10 per cent overlap between the two programs 
_ which existed in 1948 may be expected to increase somewhat. To some extent 
b also the additional O.A.S.I. benefits will result in a diminution of the numbers 
on O.A.A. It is difficult to estimate the extent to which these factors will affect. 
_ the present percentage (38 per cent) of the total population 65 and over on 
_ O.AS.I. and O.A.A. Undoubtedly, however, this percentage will tend to rise 
with the years, even if no changes are made in the law. It may ultimately result 
in 50 per cent or more of the population 65 and over receiving benefit under 
either O.A.SI. or O.A.A. 

|. The United Kingdom percentage figure of persons on benefit, presently 
/ around 70 per cent of the total population of pensionable age (65 for men, 
_ 60 for women on insurance, 70 on means test pension), may also be expected 
to rise as the program in that country matures. When the program was 
| inaugurated in 1948, coverage to persons over 55 was extended on a somewhat 
| more limited basis than to persons under 55. This is a transitional problem 
| which will be greatly minimized, if not entirely eliminated, in the course of a 
| decade or more. The result will be a proportionate rise in the numbers and 
| percentages of persons on retirement benefit, and a corresponding decline in 
| ee numbers and percentages on means test pension at 70. The United Kingdom 
| authorities estimate that current expenditures on means test penslons, now 
| Tunning around £25,000,000 annually to about 450,000 persons, will decline to 
| about £1,000,000 in 1978. If this estimate proves to be accurate, coverage and 
benefit payments will be very close to universal. Even on a less optimistic 
| Mhasis of estimating, it seems reasonable to assume that in due course the United 
_ Kingdom will reach a figure of at least 80 per cent, probably 90 per cent, and 
_ Possibly even higher in terms of universality of coverage and of benefit pay- 
ments. The percentage of benefit payments will, of course, tend to lag behind 
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some benefits will be partial and insufficient to induce retirement at 65, the fact — 
that only part-time earnings are permitted after retirement, and the fact that a — 
benefit premium is added to encourage deferred retirement. 

Apart from the United States and the United Kingdom, none of the other 
countries’ programs are affected by this “maturing” process in terms of 
universality of coverage or benefit. The Australian, Canadian and Danish 
programs are all means test programs, and are already universally available to 
anyone who can prove need. Any changes in the percentage figures for these 
countries would, therefore, be due to changes in the laws or to changes in 
economic conditions as this might affect aged persons. 

At the other extreme, the Swedish and New Zealand programs are already 
fully matured, in that even today they are practically universal in the coverage 
and in their benefit payments to the age groups over 67 and 65 respectively. 


FULL OR PARTIAL BENEFIT RATE 


The degree of universality of coverage and of benefit payments has to be 
taken in relationship to the question of amount of benefit payment. For example, — 
it is less costly in financial terms to pay a nominal or partial benefit to all the — 
pensionable population than to pay a full-rate benefit universally. Different 
countries may compromise on different points in their respective programs. 
Country “A” may provide a universal full-rate benefit to all above a given age — 
(Sweden at age 67). Country “B” may provide a full-rate benefit to a majority 
of those at a somewhat lower age (e.g. the U.K. at age 65 for men and 60 for ~ 
women). Country “C” may provide a universal partial benefit on a gradually 
increasing basis to all above a fairly low age (e.g. New Zealand at 65). 

It should be noted that even when full-rate benefits are paid to all at a 
given age, this does not mean that the full-rate benefit is set on a level of com- ~ 
plete social adequacy. For example, in Sweden the full-rate benefit is obviously 
set. at a fairly low level which requires supplementation in terms of a general — 
cost-of-living supplement, a housing supplement in four of the five rental areas, — 
and other supplements as well. In the United Kingdom supplementation of — 
full and partial benefits is provided where necessary through the National Assist- — 
ance Board. In Denmark, as in Sweden, a number of supplements to basic © 
benefit are provided, e.g. deferred application supplement, age supplement, — 
dependent child supplement, and special needs supplement. In Canada the 
full-rate, means test benefit is supplemented in a number of previnces by cash ~ 
benefits (both on a means test and on a non-means test basis) and by medical — 
and hospital care as well. In New Zealand, the partial superannuation benefits — 
are supplemented in three-fifths of all cases over 65 by the means test age 
benefit, though this proportion may be expected to diminish as the rate of — 
universal superannuation benefit rises. In the United States there is relatively — 
little supplementation of basic benefits, for the reason that under the means — 
test O.A.A. program the states, in theory at least, operate on a needs test basis — 
and pay a benefit sufficient, when added to the applicant’s own resources, for 
minimum subsistence purposes. Partial benefits under O.A.S.I. are, however, | 
supplemented by O.A.A. in 10 per cent of the cases (200,000). , - ; 

There is no indication in the Australian legislation of any formal provisions 
for supplementation of the means test age benefit so far as the Commonwealth — 
government itself is concerned. It may be however, as in the case of Canada, ~ 
that a certain amount of supplementation is provided in special individual cases — 
by state or local governments. Be | 

Broadly speaking, it may be said that the means test programs in all coun di 
tries (Australia, Canada, Denmark, New Zealand, United Kingdom and the | 
United States) pay on a full-rate benefit basis, diminished, of course, in individual — 
cases by means testing procedures, but supplemented also in many cases by 4 
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_ probably results in supplementation being required. in almost all cases. 


; ; the case of the United Kingdom and the United States, this is due to the fact 
that the amount of benefit under the insurance programs is not paid on a uniform 
flat-rate basis, but is related directly to the past record of contributions of the 
individual. In New Zealand, on the other hand, the partial benefit rate is due 
_ to the “escalator clause” in the universal superannuation program which pro- 
} vides that the benefit rate starts at a nominal rate in 1940 having no relation 
to adequacy (£10 a year) and proceeds gradually by annual increments of 

_ £2:10s to the ultimate full-rate benefit of £130 annually in 1988. 


CONTRIBUTORY vS. NoN-CoNTRIBUTORY 


The various programs reviewed vary from extreme to extreme in so far as 
the: contributory feature is concerned. At one extreme we find Canada and 
~ Denmark which are 100 per cent non-contributory, in that they finance the — 
entire costs of their means test old age security programs from general revenues. | 


_ At the other extreme is Australia which is 100 per cent contributory, in that it 


finances the entire cost of its means test old age security program, along with - 


all of its other health and welfare services, out of a National Welfare Fund made 


up entirely of revenues derived from a eraduated social services contribution on 


all individuals, a 25 per cent pay roll tax on almost all employers and interest on 


the Fund. There is no provision in the Australian law for any contribution to — 


_ be made out of general revenues. 
Between these two extremes we Gad considerable variation. New Zealand 


relies heavily on the contributory principle to finance its total social security — 


_ program, of which the means test age benefit and the universal superannuation 
' benefit are a part. It levies no pay roll tax on employers, as in Australia, but 
_ through a flat 74 per cent tax on all income, with practically no exemptions, it 
raises at the present time about 70 per cent of the amounts required to finance 
_ its total program. The balance required (which Australia raises by way of 


interest contributions to the Fund and by a pay roll tax on employers), New 


_ Zealand provides out of the general tax revenues. 
‘ .. Australia and New Zealand are the only two countries which finance more 


, a _ Security) out of specially ear-marked contributions. The United Kingdom also 
relies to a substantial degree both on the contributory principle and on the 


_ security program. 
q But increasingly as the scheme matures, the United Kingdom program will 


more and more on Exchequer contributions (either supplements or grants) to 
' maintain the solvency of the National Insurance Fund. Actually in 1948 

_ employer- employee contributions were originally estimated to produce £313 
million as against total expenditures on benefits of £452 million. Contributions, 

_ therefore, were expected to finance 69-3 per cent of all benefits paid, with the 
balance being made up from interest on investments (£21 million) and Exchequer 
supplements or grants (£118 million). This would on the face of it appear to 
indicate that the United Kingdom planned to finance initially its national insur- 
- ance program on a 70 per cent contributory basis, comparable to New Zealand’s 
current program. But such an assumption is actually misleading, because the 
United Kingdom does not include, as New Zealand does, all its social security 
| programs under the national insurance program. It pays part or all of the costs 
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ga pension is paid on a full-rate benefit basis, set at a fairly low level which 
Only in the case of New Zealand’s universal superannuation and in the 


4 ease of the United Kingdom and United States programs are benefit payments — 
_ made on what might be described as a partial or graduated benefit basis. In— 


find itself relying less and less on employer and employee contributions and — 


_.than two-thirds of their total social security programs (including old age ~ 


_ moneys raised by the application of this principle to finance its over-all social | 
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of the National Health Service, National Assistance, means test old age pensions — 
and Family Allowances out of its general revenues. All these in New Zealand — 
are financed out of the Social Security Fund. Actually, total Exchequer contri- 
butions, both to the insurance program and to these other programs in the © 
United Kingdom amounted to £535,120,000 in 1949-50, and are estimated to 

amount to £667,880,000 in 1950-51. These totals from the Exchequer, when set 

alongside the estimate of £313 million from employer-employee contributions 

for 1948 and an estimate of £324 million for 1958, indicate that for all social — 
security purposes the United Kingdom is carrying presently around 65 per cent | 
of total costs through general revenues. This percentage is likely to go even 
higher in future years, since official estimates show that, even with respect to the _ 
Insurance program, Exchequer contributions in 1978 (which are only 30 per cent ; 
of the insurance fund requirements currently) will amount to 56 per cent of — 
total insurance.fund requirements. When the Exchequer costs of the National — 
7 
q 
q 


Health Service, National Assistance, means test old age pensions and Family 
Allowances are added to this, it seems reasonable to estimate that in later years 
the Exchequer contribution may rise to as high as 75 per cent or more of the 
total cost of the over-all social security program. 

Turning next to the United States, we find here again a considerable degree 
of reliance on the contributory principle in respect to old age security. From — 
the point of view solely of the old age and survivors’ insurance fund, there is, 
in fact, 100 per cent reliance on employer-employee contributions, since no con- 
tributions are currently being made to that fund from general revenues or are. 
likely to be made for at least a good many years. Likewise, from another, 
though somewhat specious point of view, the United States old age security 
program could be said to be almost 100 per cent contributory in that, by pure 
coincidence at the present time, the total of contributions collected under. 
O.A.8.1., plus interest earnings on the fund ($1,924 million in 1948-49) is suffi- 
cient to cover the current costs of benefit payments under both the O.A.S.I. 
program itself ($607 million in 1948-49) and under the federal-state needs-test 
O.A.A. program ($1,259 million in 1948-49). In other words, the United States 
is collecting currently enough from employer-employee contributions to pay 
all the costs of both O.A.S.I. and O.A.A. on a pay-as-you-go basis. In fact, — 
however, the excess contributions collected under O.A.S.I. are held in a reserve 
to pay future O.A.8.I. commitments. They are not used to pay current means ~ 
test O.A.A. costs. The United States position, therefore, at present is as follows; 
—while relying exclusively on the contributory principle for O.A.S.I., employer- — 
employee contributions are providing at present only $442 million annually for — 
old age benefits, while general revenues of federal and local governments are — 
being used for the payment of $1,259 million annually in means test O.A.A. — 
payments. On this basis, roughly 74 per cent of old age security costs in the. — 
U.S. (excluding railroad retirement, civil service and similar special schemes) 
is being provided out of general revenues: only 25 per cent is being met currently” 
out of the 14 per cent contribution rate on employees and employers. 4 

Finally, Sweden provides the extreme example (from among the countries — 
under review) of a country which clings to the principle of a contributory feature 
in its national pension scheme, while financing the bulk of the costs out of — 
general revenues. The total cost of old age, widow’s and invalidity pensions, — 
financed out of the National Pension Fund, was 706:3 million crowns in 1948-49: 
of this 79-2 per cent was provided by national and local governments out of © 
general revenues: 3-8 per cent was met from interest on National Pension Fund — 
investments; and only 17 per cent was met from specific contributions of insured — 
persons. To this should be added the further fact that total governmental 
(national and local) social security expenditures in Sweden in 1948-49 amounted _ 
to 1,410,563,000 crowns, including the national pension program. National pen- 
sion costs were only 39-6 per cent of total costs. From this it will be evident — 
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contributions reaited specifically from maiadias for old age, widows’ and se es 
inv lidity pensions represent only 6-7 per cent of total social security costs. 
tis not altogether clear from available source materials whether or not Sweden § — 
finances its other social security programs, apart from national pensions, on a 
Be ccisas basis: but from available evidence this would appear to be yf 
e case “ ‘ A 


RELATIONSHIP OF BENEFIT TO CONTRIBUTION RECORD _ hata 


min the United States O.A.S.1. program and in the United Kingdom insur- Be 
_ ance program, the right to benefit and the amount of benefit depend on a prior 


_ record of individual contributions. This does not apply to the means test schemes x 
in effect in Australia, Canada, Denmark, New Zealand, United Kingdom ors ae 
United States: nor to the universal superannuation scheme of New Zealand, nor — s 
_ to the national pension scheme of Sweden. A teas 
| AGEs OF ELIGIBILITY 
- Australia: means test only, 65 for men, 60 for women. 5s 
Canada: means test only, 70 for men, 70 for women. Sie : 
4 Denmark: means test only, 65 for men, 60 for women; supplements for | 
deferred retirement at 67 and 70. Ue 
New Zealand: means test, 60 Ss men, 60 for women; universal non-means 
test superannuation, 65 for men, 65 for women. niece 
Sweden: universal non-means test pension, 67 for men, 67 for women; Ps 
| supplements for wives (over 60) of pensioners on means test basis. A eae 
_ United Kingdom: insurance, 65 for men, 60 for women; means test, 70 for 
men, 70 for women. " 
_—* United States: insurance, 65 for men, 65 for women; means test, 65 for men, 
65 for women. “F | eS lee 
. CoNDITIONS OF RETIREMENT iS 
Under the means-test programs of Australia, Canada, Denmark, New | 
Zealand, United States and United Kingdom, there is no stipulation in the law 
as ‘such that requires an individual to retire from active employment. The | 
means-test provisions, however, have practically the same effect, limiting to 
a very narrow range the amount of earnings from part-time employment without — 
| diminution or loss of pension. 
Under the universal superannuation scheme of New Zealand and the national 
‘pension scheme of Sweden, there is no condition of retirement, nor is there any 
limitation on part-time or full-time earnings. 
‘Under the U.S. and U.K. insurance schemes, there are retirement con-_ 
ditions which, somewhat the same as in the means test schemes above mentioned, 
limit within a fairly narrow range the amount of part-time earnings permitted: to > 
a retired worker while on benefit. 
- The U.S. provision is not as rigid as the U.K. provision: the former limits 
to $15 a month the amount that a retired worker can earn from employment i 
in a covered occupation, without forfeiting right to benefit for that month, 


This restriction does not apply to benefit for the month. This restriction does 
not apply to earnings in non-covered employment. : 
The U.K. provision, on the other hand, applies to all earnings, since no 
distinction is made in their insurance program between uncovered and covered 
em ployment. For insured retired workers under 70 in the case of men, and under 
65 in the case of women, earnings while on benefit up to 20s. a week are ignored ae 
but after that a deduction is made of 1s. for each shilling earned in excess to 
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20s. Men over 70 and women over 65 are not affected in any way by this - 

provision and may draw the full benefit to which they are entitled regardless 

of earnings. | . . 


PREMIUMS For DEFERRED RETIREMENT 


No such provision in Australia, New Zealand (either program), Sweden, 
United Kingdom (means test) or United States (means test). 7 

Canada: (annuity calculation of personal property at age 70). ; 

Denmark: 5 per cent added to basic pension if deferred to age 67-69; 10 
per cent of basic pension added if deferred to age 70. | 

United Kingdom: Insurance—ls. weekly extra for every 25 contributions in ~ 
5-year period after pensionable age—65 for men, 60 for women. 

United States: Insurance—yearly increment of 1 per cent—quarters of | 
coverage after 65 count only if they increase average monthly wage. ; 


RESIDENCE AND CITIZENSHIP 


Australia: 20 years’ continuous residence at any time. Temporary absences — 
permitted up to 2 years (10 per cent). Eligibility limited to British subjects — 
and to women who, prior to marriage, were British subjects. 

Canada: 20 years’ continuous residence immediately preceding application. — 
Temporary absences permitted up to 1,200 days (16 per cent). Longer absences — 
can be offset on a 2 for 1 basis, if applicant has periods of residence in Canada 
prior to the 20-year period equal to twice the length of his absences during — 
the 20-year period. No citizenship requirement. | 3 

Denmark: Apparently no residence requirement. Eligibility limited appar- — 
ently to Danish citizens. 

New Zealand: If resident in-New Zealand on March 15, 1938, ten years’ © 
continuous residence in New Zealand immediately preceding application. If — 
not resident in New Zealand on March 15, 1988, twenty years’ continuous © 
residence in New Zealand immediately preceding application. a 

Temporary absences permitted up to 10 per cent of the 10-year and 
20-year periods respectively: Longer absences can be offset on a 2 for 1 basis — 
as in Canada. No citizenship requirement. a 

Sweden: No residence requirement. Eligibility limited to Swedish citizens. — 

United Kingdom: No residence period as such specified in old age insurance — 
plan, but condition of not less than 156 weekly contributions results in establish- — 
ment of minimum residence period of 3 years. ki 

No citizenship requirement for old age insurance. a 

For means test old age pension, eligibility limited to natural born British — 
subjects and to naturahzed British subjects of at least 10 years’ standing. — 
Twelve years’ coritinuous residence ‘in the United Kingdom after 50th birthday — 
required in case of natural born British subjects. Twenty years’ previous residence 
required in the case of naturalized British subjects of at least ten years’ standing. 
Temporary absences permitted up to a limit of 3 months at any one time. _ 

Aliens or naturalized British subjects of less than 10 years’ standing are 
ineligible regardless of residence. . * 

_ Umted States: No residence period as such specified in old age insurance — 
program, but conditions of not less than 6 quarters of coverage out of last — 
13 for currently insured status, one-half of quarters of coverage since January 
1, 1987, for fully insured status, and 40 quarters of coverage for permanently — 
insured status have the effect of establishing minimum residence requirements” 
for these particular classes of entitlement to benefit. E.. 

No citizenship requirement for old age insurance. 


a For old age assistance, the federal law does not require any residence or 
citizenship qualification. It denies the state government the right to establish 
a state residence period longer than 5 out of the 9 years immediately preceding 
_ application and one year immediately preceding application. 

Four states have no residence requirement; .twenty-two require one year 
of state residence immediately prior to application; three require one year 
immediately prior to application, and three within the last nine; twenty-two 
_ require one year immediately prior to application and five within the last nine. 

Twenty-nine states have no citizenship requirement; sixteen limit eligibility 
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to US. citizens; four require twenty-five years’ residence for non- citizens; one © 


4 _ requires ten years’ residence for non-citizens; and one requires 15 years’ residence 
for non-citizens. 


DEGREE AND Extent oF MEANS-TESTING 


No country of those under review has completely succeeded in eliminating 
_ means-testing from its old age security program. 
Australia, Canada and Denmark are 100% means-testing programs. 


' New Zealand, as of March, 1949, paid benefits under its “two- fold program _ 


to 116 204. on a means-test basis, and to 65,839 on a non-means-test basis. Con- 
Be iicctly, it may be said that its program as of that date involved means-testing 


_ procedures i in 63-8% of all cases receiving benefit under the two-fold program in _ 


effect in that country. This percentage will diminish as the rate of universal — 
_ superannuation benefit rises. 
In the United States 2,700,000 recipients of old age assistance (December 


S 


of 0.4.8.1. receive benefits free of needs-testing and do not require supplementary 
B _ needs- test assistance. Consequently it may be said that the US. old age security 


a 61-4% of all cases receiving benefit under the two-fold program in that country. 
» In the United Kingdon, 4,100,000 individuals were on the non-means-test 
retirement benefit in November 1948. About 491,000 of these were receiving 
inadequate benefits to an extent requiring them to apply for supplementary 
 means-test from the National Assistance Board. Furthermore, in November 
1948 some 461,000 persons were in receipt of means-test old age pensions. Con- 
sequently, on the basis of these figures, it may be said that in November, 1948 


ing benefit under the two-fold program in effect in that country. 


a men and women over 67 are free of means-test. The special allowances for pen- 


-sioner’s wives between 60 and 67 are subject to means-test: and more important, 


how many pensioners actually draw these means-test housing supplements, 


; _ group areas where housing supplements are payable. 
a 
Pay-As-You-Go vs. FuNpDING 


Ai old age security programs in all the countries under review are financed 
r essentially on a pay-as-you-go basis, with the exception of the United States 
O.A.S.I. program which is established on the basis of a modified actuarial 
reserve. 

The means-test programs of Canada, Denmark, the United Kingdom, and 
the Bipxed States are financed out of general revenues on a pay-as-you-go basis. 


a 


- 1949) are needs-tested (including about 200,000 recipients of O.A.S.I. who require 
_ supplementary assistance from O.A.A.): approximately 1,700,000 aged recipients _ 


program (so far as O.A.S.I. and O.A.A. are concerned) involves needs- -testing in 


_ the U.K. program involved means-testing procedures in 21% of all cases receiv-— 


_ to indicate the numbers and percentages of pensioners living in these four rater 


— 


____ Available data do not permit an accurate appraisal to be made of the degree — ; 
or extent of means-testing in Sweden’s old age security plan. Basic benefits for — 


the: housing supplements paid in four of the five rental-group areas in Sweden ~ 
are paid. subject, to means-testing. No figures are available, however, to ie ee 


“ 


* 
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The means-test program of Australia, the means test and universal super- 
annuation programs of New Zealand, the U.K. retirement insurance program 
and the Swedish national pension plan are all financed out of a special fund 
which is supported by direct ear-marked contributions or taxes in all four cases 
and by additional grants from general revenues in three cases (all except — 
Australia). 

In effect, New Zealand, the United Kingdom and Sweden finance the annual 
deficit of the fund out of grants from general revenues on a pay-as-you-go basis. 
Each country may carry in its fund a small contingency reserve, but there 1s no 
attempt made to build up any actuarial reserve against future commitments. The 
Australian reserve is of a similar nature, except that it is considerably larger, 
and to that extent provides a somewhat greater “cushion” against the shock of 
declining revenues from direct ear-marked contributions in future years. 


The CHAIRMAN: [I will now ask Dr. Davidson to deal with that. 


é = 
Dr. G. F. Davidson, Deputy Minister of Welfare, recalled: 


The Wirness: Mr. Chairman, I might begin with an apology to Mr. 
Fleming and Mr. Croll. In a rash moment, at one stage of the discussion, I 
promised that I would produce a table showing the comparability of certain 
features and principles in the various countries that we have been studying. 
When I came to attempt that I found what I should have known all along that 
to attempt to reduce this kind of data to a table gets you into the serious danger 
of over-simplification; and I found that I could not present in tabular form 
a suitable analysis of the main features without running into a very serious area 
of error and inaccuracy. Consequently I have tried instead to pick out certain 
main threads of common concern throughout the various programs and reduce — 
those to the form in which you see them in this document. I might just add 
that the document is not as it stands even as complete as I should have liked — 
it to be. There are certain headings that I would have liked to cover in this 
document in addition to the ones that are here in mimeographed form; but 
perhaps it would suffice if I were to deal with the headings that I set forth in 
the document itself first of all and then refer verbally at the end of the presenta- 
tion to some other features which I think it is important to follow through in 
the programs of these various countries. Would that be an agreeable procedure, 
Mr. Chairman? 

The CHAIRMAN: Yes, 

Some Hon. Mrempers: Agreed. 


The Wirness: I should also add that these items that are presented in 
the mimeographed document are not placed in any particular order of import- — 
ance; they have been assembled just as various items of interest and there is 
no attempt on my part to present them in the order of their importance. But. 
I think one of the features which has engaged the interest of members of the 
committee as we have gone along has been this question of how far universality — 
of benefit payments applies in the various countries; and for that reason I have — 
broken down the discussion of this particular common thread of interest into 
two sections, the first of which relates to the universality of benefits being paid 
and the second of which relates to the universality of coverage, which means © 
the universality of benefits which will ultimately be paid. i. 

From a very narrow point of view it is correct to say, of course, that 
there is no country among all those that we have studied that in a literal sense 
provides a universal benefit to everybody as of a given age. Some come 
relatively close to that. But we are in all these cases examining the extent 
to which the various countries come close to achieving universality of benefit 
payments at the present time. And, of course, when you are speaking of 


ee eas ee ee Oe eee eT 


= 


Bae enn Te ee er TRE ee ee a ee 


Spek 


~ oa. 
ee ale 


OLD AGE SECURITY Py aot 

universality you also have to bear in mind that you are talking about 
_ universality in terms of the population of pensionable age and that varies from 
- country to country. In one country they may be thinking solely in terms 
_ of the population over seventy years of age, let us say; in another country 
they are thinking of the population over sixty-five; and in another country 
they are thinking of the population where the man is sixty-five and the woman 
_ sixty; so that it is even in these terms difficult to give any comparable per- 
__ centage figures as to the percentage of universality of benefit being approached 
at the present time. 
.. Mr. MacInnis: Are you thinking at the moment only of old age benefits? 
a The Wirness: Exclusively at the moment, Mr. MacInnis; yes. 
Mr. MacInnis: I think that is important. | 


The Wirnress: Now, so far as the various countries we have studied are 
concerned [| think it is clear that two countries, Sweden and New Zealand, come 
close to achieving the objective of universal benefit payments at the present 
time. Sweden does that with respect to the age group sixty-seven and over and 
New Zealand does it with respect to the age group sixty-five and over. But even . 
in these cases which come closest to the objective that they have set for them- ~ 
selves you get little areas in which there are disqualifications, and it is interest- 
ing to note that these disqualifications have been, in the case of Sweden and 
New Zealand, the reverse, one of the other rather than the same. For example, 
Sweden limits its universal pension payments to age sixty-seven and over to 
Swedish citizens and dispenses with any residence provisions. New Zealand 


¢ 
= does exactly the opposite; it dispenses with the citizenship provision and retains 
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the provisions which relate to residence; namely, that an individual who 
qualifies for benefit without the means test at age sixty-five must be able to 
show that he has lived for the last ten years in New Zealand—with a certain 
~ amount of allowable absence in each year. He must have lived in New Zealand 
~ on March 15, 1938; whereas if he was not in New Zealand on that date he must 
be able to show that he has established twenty years residence with certain 
4% minor allowable absences. 
. 4 Mr. Knowuszs: This is similar to the qualifications provided in the proposed 
Dominion Act of 1945. You referred to that as a proposal for universal pension 
+ and there was a residence qualification. 
j . The Wrrness: That is correct, so far as I can recollect, Mr. Knowles. And, 


} 


_ of course, it is interesting to note just at this point what seems to me at least to 
be the obvious reason why New Zealand has residence qualifications without 
citizenship qualifications and vice versa in Sweden. Sweden is after all a part 
of the European land mass and, therefore, citizenship qualification is a more 

“important factor for control purposes than residence qualification would be. 
_ New Zealand on the other hand is an island, isolated, and therefore they reverse 
_ the picture and relate the right to benefit to the residence period rather than to 
the question of nationality. The figures that we have been able to get for New 
- Zealand show fairly closely that in terms of this universal superannuation 
benefit 99 per cent or more of the persons over sixty-five years of age draw 
universal superannuation benefit or age benefit on a means test basis at the 
present time. I think that is about as near as we can hope to come to univer- 
‘Sality without it becoming completely universal. 

«Mr. Knowtes: It might be 9-44 per cent. | 
The Witness: I haven’t worked it out to the fraction. For Sweden on the 
_ other hand we have not such accurate or exact figures but we know 100 per cent 
of the citizens of Sweden—Swedish nationals—are entitled to this benefit. We 
_ also know that aliens are:not entitled to it. 

It is interesting to note that in both these two instances we find that each 
overnment faces the necessity of making certain compromises, as I have called 
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them, on Poneeear alte issues in wun their old age security programs. There | 4 
‘ no country we can find that pays universal benefits at the full rate immediately 4 
to all people at a low age. It seems to be necessary in each case for them to 
make certain compromises within the framework of ideal conditions, and the — 
probable necessity for those compromises is the question of the over- -all cost — 
involved. New Zealand, for example, had to compromise on the question of the 
full benefit rate. T hey pay universal benefits, true, but at a rate which they 
admit is inadequate and which will gradually go up to approach adequacy in © 
later years. That is the compromise New Zealand has had to make. 

Sweden has taken the other course. That country has compromised on the — 
question of age by bringing the age for qualification for old age pension up to 
sixty-seven years; but they pay the full benefit rate from that point on. In both — 
cases you have that element of compromise. 

Then, I should point out New Zealand and Sweden, in vada to paying 
these almost universal benefits from the ages of sixty-five and sixty-seven, also 
have an area from sixty up to those age limits in which they pay benefits to a 
portion of the population. You have clearly here an area in which the degree 
of coverage and of benefits is partial only, probably not much more than 30 per-@ 
cent in New Zealand and considerably less than that in Sweden. 

Leaving those two countries you then come down to the country which 
-seems to rank third in terms of the extent of universality of coverage in terms — 
of benefits paid at the present time. That country is the United Kingdom. Its 
benefit payments, as Mr. Willard pointed out yesterday—while they are con- ~ 
siderably less than universal, while they fall considerably short of paying © 
benefits at the present time to. 100 per cent of the persons of pensionable age— — 
do, according to the figures we have, provide a retirement insurance benefit to — 
about 63 per cent of the population of pensionable age which means the male — 
group sixty-five and over and the female group sixty and over. In addition to © 
the 63 per cent group to whom they pay retirement insurance benefits, they — 
also pay a means test pension to about 450,000 persons over seventy. When ¢ 
you add those figures together you get around 70 per cent of persons sixty-five RB: 
and over in the case of men, and sixty and over in the case of women, who are 
at present on either insurance benefits or means test benefits in the United — 
Kinedom. 


——— oe lo ee 


Mr. Brown: Would those figures include benefits which people derive under — 
medical and health schemes? a 


The Wirness: No, those are individuals who are on old age retirement 
benefits and on means test old age pension benefits. F 


Mr. Ferrie: How does our scheme compare with these? 
The Wirness: We will come to that as we go along, Mr. Ferrie. 


Mr. Willard draws my attention to the fact that there would be a anal 
number in addition to those I have mentioned who would be ineligible for either — 
type of pension, and would be receiving benefits under the national assistance | 
program; but the numbers there are not obtainable. a 

Those three countries, it is fair to say, do achieve 50 per cent or more of — 
universality in terms of benefit payments presently being made to persons in 
pensionable age groups in those countries. 


go any higher? 
The Wirness: That comes in my next section, Mr. Knowles. 
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Bx: Denmark stands at about the half-way mark. The figures which I have 
for Denmark, which operates exclusively on a means test basis, show that about 
_ 404 per cent of the population sixty and over were drawing means test benefits 
in 1947. I will draw your attention to the fact that that figure is not as accurate 
- @ percentage as it should be, because the percentage is based in terms of total 
_ population sixty and over whereas, to be strictly accurate, the percentage should 
i be stated in terms of the population of pensionable age which is sixty-five in 
_ the case of men and sixty in the case of women. If you exclude from the calcula- 
- tion the number of men sixty to sixty-four who are not in the pensionable age 
group you would get a slightly higher percentage—probably close to 50 per cent. 
q Then you will see that Denmark has had to make a compromise in this picture 
4 just as New Zealand did and Sweden did. Denmark has had to compromise on 
_ the score of partial coverage to a very substantial degree. I should have said 
also that in the United Kingdom that was the compromise again that they 
: evidently had to make. ~ 
In the case of Sweden you have the compromise on the score of age. In the 
x case of New Zealand you have the compromise on the score of graduated benefits 
_ starting at a low amount and taking time to build up. In the case of the United 
_ Kingdom, and Denmark, you have the compromise in terms of incomplete ~ 
4 coverage and a certain degree of lack of universality in terms of benefit pay- 
~ ments as of the present time. ; 
4 That same compromise applies also to the Australian, United States, and 
} Canadian picture. Australia, which as you recall has a means test pension only, 
although its system is entirely contributory, provides means tests benefits to 
about 37-9 per cent of the pensionable population—sixty-five is the age limit 
5 a 3 x 5 
for males and sixty-four for females. So again Australia compromises on the 
point of universality of coverage at the present time. 
& The United States, through its programs of O.A.S.I. and Old Age Assistance, 
— covers about 38 per cent of its population sixty-five and over. You will see that. 


- on the question of universality and one on the question of the amount of benefits 
paid under the old age insurance program—which is a graduated benefit falling 
in the early years a good deal short of what could be considered full benefit rate. 

Finally, Canada, while it has on the face of it a higher percentage of 
pensioners of pensionable age as of March 1950—namely 43-1 per cent, must 
| be viewed in relation to the fact that our population of pensionable age is 
the age group seventy and over only. There would be a considerably smaller 
fee of the population sixty-five and over, or sixty-five and over in the 


case of men and sixty and over in the case of women. You will see there that 
| We, in turn, have’ compromised again on two grounds—namely on the question 
_ of age and universality of benefit. | 
ee) Mr. Croitu: What would it mean in the way of a comparable figure? Did you 
not figure it out really to see what it would mean? I refer to men sixty-five and 


(ieee The Witness: The percentage we have given in each case is the percentage 
ba persons of pensionable age as it is established in the country concerned. It 
| would be difficult to reduce those figures to a common percentage because some ~ 


of the countries have the age sixty-five for men and sixty for women—the United 
‘States has sixty-five for men and women; New Zealand has sixty and up; 
| Sweden has sixty-seven for men and women, plus some from sixty on. About 
| the only thing you could do would be to take the population seventy and over, ' 
the population sixty-five and over, the population sixty-five for men and sixty 
fi r women, the population sixty and over, and give percentages for all countries 
) in all those combinations of age categories. We could do that except for the fact — 


hat we have not a detailed breakdown of all the countries in terms of population’ 
-  62161—2 


_ the United States position at the present involves a two-fold compromise: one _ 
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sixty and over, sixty-five and over, seventy and over. I think it is perfectly 
clear, and anyone can see for himself that if you based the Canadian percentage 
on a population sixty-five and over the figure would drop; if you based it on 
the population age sixty-five for men and sixty for women it would drop still 
further; if you based it on a figure of age sixty and over for both men and 
women you would get still a lower percentage. 7 


By Mr. Knoules: 


Q. Similarly, if you took most of the other countries and found the total 
‘population seventy and over and set against that the number of pensioners 
‘seventy and over— —A. Which we have not got. 

Q. I beg your pardon?—A. The difficulty is that we cannot get from the 
source material available in other countries how many of their pensioners are 
seventy and over and how many are sixty-five and over. 

Q. I grant that, but I think it is still a fair guess to say that the percentage 
would be a little higher against the total population because people, by the 
time they reach seventy, meet means test requirements more fully—aA. That is 
eorrect; but I think the point does.illustrate the difficulty we would have had in — 
presenting in tabular form any percentage figure showing universality of — 
benefit because you would have to qualify that in each case by relating the ~ 
percentage in each case to a different population base, depending on whether 
the age of eligibility for benefit is set at 60, 65, 67, 70 or some combination of 
these ages. 

Mr. Homutu: In the various countries are the age groups fairly comparable 
or is there a difference in age groups—I mean the percentage 60, 65, 70 and so 
on? 
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The Witness: I think the percentage of older people—of sixty and over, 
sixty-five and over, and probably seventy and over, taken in relation to the 4 
total population of the country, is on the whole, higher in other countries than 
it is in our country. We have in effect a younger population—particularly as 
compared with Sweden and Denmark which have older civilizations and a 
more fully matured population in terms of age. They have a considerably — 
higher percentage of people in the old age groups. 

Mr. Brown: You mean that they live slower and longer? 


The Witness: No, but the age factor has fully developed in those countries, 
whereas in Canada, with our younger population the birthrates are still on the 
whole higher. That means the percentage of aged in relation to the total popula- 
tion is higher in European countries than it is in Canada. You also have to take 
into account with that, Mr. Brown, the fact that the trend of immigration in — 
Canada, encouraging a higher proportion of young people throws out of line 
the normal curve of distribution in terms of age. 
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By Mr. Knowles: bY 


Q. I have just one further comment in relation to these percentages which — 
as you have already pointed out are not as meaningful as they might be. 
It is probably the case in Denmark, where the percentage is 40-5 per cent in : 
their terms, and in the United States where the percentage is 38, that so far as 
people seventy and over are concerned the percentage is higher than the ’ 
43-1 per cent. in Canada?—A. That is a fair assumption, Mr. Knowles. It © 
certainly is a fair assumption in the case of Denmark because that 40-5 per 
cent is not even taken:in terms of the pensionable population; we have had 
to include in there because of the unavailability of more appropriate figures 
the men from sixty to sixty-four even though they are not in the pensione ay a 
population. 
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a - So we really are at the bottom of the list?—A. We are at the end of 
oe? | | 
_ Mr. Crotu: Of course, there is room for improvement there. 
The CHamrman: Maybe that is the reason why we are here. 

Mr. Brown: Would you rather be some place else? 


' Mr. Knows: The chairman means that is why we are here on this com- 
4 mittee, I think. 

4 Bu, Born Fleming: 

Wy Q. In Canada we have not drawn any distinction between the status of men 
and women so far as old age security is concerned at any time and yet it seems 
} to be an established feature of the many schemes we have been studying, in 
_ giving a five year preference to women in the age of eligibility, have you any 
~ comment to make, Dr. Davidson, as to the way such a differential might work 
bs out in Canada if we made that an established feature too?—A. You are quite 
\ 3 correct, Mr. Fleming, that it is an established feature in a substantial number of 
__ the countries we have been considering. The United Kingdom and Denmark are 
_ two examples of that feature. Australia is also an example. In the case of the 
_ United States on the other hand, and New Zealand, it is not an established 
feature of those programs. In the case of Sweden the answer is yes or no depend- 
fe ing on whether you take into account the supplemental means test benefit paid to 
_ the wife from age sixty. To that exent there are offered concessions on age to 
women, although in terms of the national pension, there are no concessions in 
- terms of age. 

% One of the interesting facts in terms of this question of age differential 
_ between women and men, is that women live longer than men, and to the extent 
ae you provide benefits to them at an earlier age than men you are taking on 
_ a twofold commitment rather than a single commitment. That is point No. 1. 
~ Point No. 2, on the other hand, is: if you look at the figures for Canada or any 
+ other country with respect to the number of women and men in gainful employ- 
ment at the age of sixty-five you will find that the percentage of women con- 
__ tinuing in gainful employment after sixty-five is very much lower than men 
continuing in gainful employment after sixty-five. I have not the figures as of 
Fine moment, but I do recall that at the time the dominion-provincial proposals 
were being formulated some figures were brought out that showed the percentage 
of women remaining in gainful employment between sixty-five and seventy was 
perhaps as low as eight to ten per cent; whereas the percentage of men remaining 
in gainful employment was upward of sixty per cent So there is a substantial 
difference there in terms of what is actually working out in our country under 
| present circumstances in terms of the accepted age for retirement from the labour 
market. | 
Now, there is a third point that relates to that, namely the question of sup- 
emental benefits paid to wives of pensionable persons. One hears from time to 
| time proposals put forward, for example, that when a person goes on pension as 
of his age and is eligible in his own right, there is a case for paying a pension to 
the dependent wife of that person regardless of her age. That does create 
- some problems in terms of very young wives of eligible pensioners because it 
gt eans that when the pensioner dies you are faced with the dilemma of having to 
 eontinue that pension indefinitely to young widows or cutting 1t off. Such a 
dilemma is largely avoided by staggering the age of eligibility between men and 
- women, because in the countries where they do provide a differential in the age 
_ of eligibility between women and men they do so with the knowledge that most 
| ‘women under pensionable age, say under the age of sixty-five, who are married 
to men over sixty-five, are within five years of the age of their husband, There- 
fore by providing, say, a five year differential between the age of eligibility for 
-62161—23 ; \ 
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women and men they cover most of the cases of wives of pensioned males; it is 
not so necessary then for them to give consideration to the relatively small — 
number of women who are left, say, of a still younger age, as the wives of pen- 
sioned males. Do you follow the point I am making? 

Q. Quite? And there is one other point in connection with that, having 
regard to our comparison with these other countries. I take it that it is fair to 
say, generally speaking, the economic features which you have referred to, which 
have led to this differential in the other countries, do exist in Canada in substan- 
tially the same degree—A. I think that the figure that I gave you from, I think 
it was, the 1941 census showing the relative percentages of women and of men 
sixty-five years of age and over in gainful employment does establish that point. 

_ Q. There may be differences in emphasis depending on the way the economic ~ 
factor works in the particular country but, generally speaking, those same 
economic factors are present here that led to the establishment of the differential 
in the other countries?—A. So far as I can see them, yes. 


By Mrs Crow: 


Q. We have established a differential in this country with respect to the 
veterans’ allowance and our pension legislation?—A. I do not get your point on | 
that, Mr. Croll. We have established it to some extent with agen to teachers’ — 
and other : superannuation plans. 

Q. With regard to the veterans’ allowance, the widow will receive it at © 
age 55. There is a differential in age there, I am sure?—-A. You are probably — 
right. I am not especially familiar with the exact details. 

Q. I suppose it it merely that the government has recognized the principle ~ 
in other matters. We. have not recognized it in this legislation, but they have é 
in other matters—A. If you are correct, and I am sure you are, to that extent — ; 
you are correct on this age differential for widows. ) 

Mr. Homuru: You cannot compare veterans’ allowances and so on with ~ » 
old age security, can you? They are two different things entirely. + 

The CuHatrMAN: Oh, yes. Do you have a question, Mr. Ferrie? 


Mr. Ferrie: I wanted to know, Mr. Chairman, if we can get a set of 
figures that can tell us, in Canada, what it will cost the country to give pensions 
at age seventy for men and sixty for women, and what it will cost at sixty-five 
for men and sixty for women. 

The CHAIRMAN: You have it in the minister’s statement to the House. oem 
appendix.) It is all in there, I believe. 

The Wirness: There are figures, Mr. Ferrie, in the minister’s speech in they 
House of March 10, 1950, that show the cost of universal pensions of different — 
amounts to different age groups. i 

If it would be helpful, Mr. Chairman, we could arrange to have that ing 
the record, and I would appreciate that because I will then be able to make 
certain minor corrections in the table which the minister presented to the House. ’ 


I must take the blame for certain minor errors which we later discovered in that — 
table, but which do not affect the overall picture. 


The CHaAtRMAN: Should we have this information printed as an appendix to. 
today’s evidence? my 


Mr. KNow es: The tables that were set out in Mr. Martin’s speech? 
The CuHatrman: Yes. The table. It is only one table. 
Mr. Knowtes: Not the whole speech? 


The CHAIRMAN: No, there is only one table. The table that was given there, 
that is all. r 


Agreed. (See Appendix “D’’). 
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By Mr. Cannon: 


Q. Before we get off the subject, there is one question I want to ask in 
connection with supplemental benefits. What they have been doing in other 
countries, as I remember, is that these supplemental benefits are only paid to 
‘ the wif@ of a pensioner while she is his wife. In other words, if he died, she 
". 
| 


’ 


~ would not continue to get anything as his widow unless she qualified on her own. 
_ —A. That is not altogether true, Mr. Cannon, because you recall, for example, in 

the United States Old Age Insurance Program, the wife of a retired beneficiary 
_ under the insurance program will get a wife’s pension equal to one-half of his 

pension if she is sixty-five years of age. If he dies, her pension will then be 
converted into a widow’s pension of three-quarters of his primary benefit; on 
_ the other hand if she is under sixty-five when he dies at the age of sixty-five 
or over, and if she has a dependent child under eighteen, she will get what is 
called the current widow’s benefit for younger widows with dependent children 
and that widow’s benefit amounts to three-quarters of the primary benefit. The 
childs benefit of one-half of the primary benefit will also be paid. 

Q. What I had in mind was the difficulty of old men marrying young wives 
and the young wife continuing to get the pension after the man dies. In the © 
case of American civil war veterans, I am told that the United States is now 
_ paying pensions to widows of civil war veterans who have been dead for many 
years. It seems they married these men just to get the pension—A. There are 
- various provisions under the laws of the various countries that do deal to 
some extent with that. For example, in the case of Sweden, the wife of a man 
_ sixty-seven years of age or over, can get a wife’s supplement on a means test 
_ basis from the age of sixty upward provided she has been married to him 
at least five years. So it means if you are going to arrange these things you 

have to arrange them quite a while ahead, anyway. 


By Mr. Knowles: 


‘ Q. Do the figures that you have for continuing in employment by men and 
women at these various ages suggest that a five year differential would more or 
¥ less equate the position as between men and women?—A. To get that picture 
clearly, Mr. Knowles, you would have to go beyond the five year differential 
‘ and see what the percentages are there, and I have not done that, so, frankly, 
I do not know whether that five year differential has any real sionificance in 
) terms of the percentages of men and women in gainful employment. I do know 
this, if you take that five year differential and relate it to the other point I made 
? in answer to Mr. Fleming’s question, as applied to the wives of pensioners, you 
_ do cover the larger portion of under age wives through that five year differential. — 


| An Hon. Member: 
: % Q. The figures that have just been put on the record, the figures that Mr. 
| Martin gave on March 10, and the corresponding figures that Mr. Claxton gave 
| in 1946, in both cases they did use that five year differential. I wonder if that 
was coincidental or whether it was based on a study of this factor?—A. I think 
_ it was essentially a recognition of the fact that a variety of proposals have been 
made from time to time by members in the House and organizations outside 
~ referring to this five year differential, and it was desired to put on the record 
what the cost of that would be. I would point out, and I think it has some 
ignificance in this matter, in the two countries that have universality of 
ened or have come closest to it, New Zealand and Sweden, they have not this 
age differential. To the extent they have it at all, they have it on a means test 
basis, as in the case of Sweden which I have described for Mr. Cannon. New 
; Zealand on the other hand, under its means test benefit program, provides that 
the commission in its discretion may pay a pension to an under age spouse. But 
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you will see there that both countries which have gone the farthest in the direc- 
tion of universality of benefit have found it necessary to keep the age for men 
and women at the same level. I think the reason for that is fairly clear, and it 
is that if you are going to pay a universal benefit to a woman who may be a wife 
at an age lower than you pay it to a husband, you will in some cases be paying 
a, benefit to a woman of a lower age who is married to a husband who is not 
himself yet eligible and who is still continuing in active employment. That 
would create some rather anomalous situations. 


By Mr. Fleming: 


@. It would depend to some extent in such cases on whether you are going 
to regard the wife as relating her right to a benefit through her husband or 
through the law.—A. That is correct. 

Q. And there is one factor there which might apply to Canada. In many 
instances of employment, compulsory age retirement is earlier for men than it 
is for women. I am thinking, for example, of school teachers’ contracts— — 
A. Do you not mean the other way round? 

@. I mean it is the same differential; but in many municipalities the com- — 
pulsory retirement age for women school teachers is 60 while for men it is 65.— __ 
A. The point I was trying to make is your point, that in some of our municipal, — 
provincial or federal superannuation schemes recognition is given to that — 
principle. 


By Mr. Knowles: ' 


@. I do not suppose in your position you would know about it. But I 
understand that during the Easter recess in 1949 the newspapers carried a report. 
that the government was going to do that right here—A. I read a lot of news-— 
papers and I get a lot of interesting information out of them; but I do try to — i 
avoid putting information into them, when government policy has not beeng ‘ 
announced. 

Q. My friend Mr. Croll remembers it quite well—A. If we have dealt ; 
sufficiently with the question of universality of benefits, I would turn to the — 
second question to which Mr. Knowles referred, the ultimate universality of | 
benefits or coverage under these various schemes. Here I think I can be much — 
more brief. § 

In the case of New Zealand and Sweden their schemes are already matured — 
in terms of ultimate coverage and they cannot go much farther unless they — 
take out certain statutory requirements that relate to residence and citizen-— 
ship. ‘Therefore there is no long term trend of improvement which you can » 
anticipate there. 

That equally applies to the means test programs in Australia, Canada and | 
Denmark. There is no question of a maturing of these programs. They are in one & 
sense universally available even now in that they are available to everyone who - 
can prove the need. If it were true in any situation that your entire aged — 
population in any of these three countries was of sufficiently low income to 
qualify under the means test, we would have in effect a universal pension in 7m 
those countries. 

Any change in percentages in these countries, Australia, Canada, and r. 
Denmark which have only means test programs, would be made through changes _ 
in the law or changes in the economic conditions which affected these aged 
persons. 

That means that the only countries which will be affected in terms at 
universality by this question of a maturing of the program are the United States 
and the United Kingdom. In the case of the United States for example, as the | 
old age and survivors insurance program matures, a larger number of insure 4 
persons will become eligible for retirement benefits and a larger number will 
undoubtedly draw them. : 
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The longer the lapse of time from January 1, 1937, the better the chance 
_ which the average individual has to build up his forty quarters of coverage 
- which give him fully insured status. 

) We know already that 60 per cent of the employed labour force in the 
United States are in the United States insurance program. Therefore I think 
__-we can anticipate that as time goes on the number and the percentage of persons 
- over 65 who will draw retirement benefits under that program will increase 
i? 


from the present fairly low figure of around 25 per cent or a little more. So I 
think you can anticipate an improvement in the United States percentage. But 
on the other hand I believe it will be offset to some extent by a decrease in the 
number of persons on Old Age Assistance. However, I think you can anticipate 
that the United States figure of combined coverage and combined benefit pay- 
: ments under the O.A.S8.I. and under the O.S.A.A. will progressively rise from the: 
___ present figure of 38 per cent to something like 50 per cent or a little higher, even: 
x without any changes in the present law. With the changes in the present legisla- 
tion now being considered the percentage may even rise to a higher figure. 
a To put the United Kingdom picture in a proper perspective you have to 
recognize also that there is also a transitional stage in their program. There is 
“a a transitional period there during which a rather limited degree of coverage is 
being extended to persons 55 years of age and over. The. British insurance 
program will undoubtedly work out through that transitional period and as it 
does so it should be expected that a higher percentage again of the total 
i} population of pensionable age will come on retirement benefit. . 
_ But this higher percentage will again, I think, be offset to some extent 
_ by an expected decline in the percentage of population over 70 years of age 
who are on means test pension. No one knows exactly at. this stage the eventual 
degree of universality of coverage or benefit payments that they will achieve 
under the United Kingdom program. But it is suggested by me in this memo- 
-_ randum—and this is purely a personal guess—that it will certainly get up into 
the 80 per cent area, probably up to 90 per cent; and it could go to an even 
higher figure. 
ee But there are in both the United States and the United Kingdom 
¥ programs certain automatic features which will present the universal benefit 
picture in a less favourable situation than it actually is. For example, as I 
mentioned a few sessions ago, there are about one million persons in the United 
_ States today who could retire on benefits if they wanted to leave their wage 
earning employment. 
ee Assuming for the moment that they did so, that would immediately shoot 
ee the United States percentage very much higher than it is at the present time. 
| oe There are likewise certain features in the United Kingdom legislation such as the 
, cs provision for deferred retirement and factors of that kind which will tend to 
slow down and reflect inaccurately the extent of universal coverage and universal 
\ oe eligibility for benefit payments under the United Kingdom program. 
| iN But these two countries, the United States and the United Kingdom, are the 
only ones which have to gain in comparison by taking a look at their future 
extent of coverage and benefit as distinct from what we say in the first section. 
_ of the memorandum, where we make a comparison in terms of the present extent. 
of benefit payments. 


y 
| 
| 
: 
| 
| By Mr. Knowles: 
1 Q. In respect of these future forecasts, we have had from time to time: 
+ statements and figures as to the extent to which our population is aging due 
to the various factors you have indicated. Are there any figures as to the greater 
| longevity of the people because of improvements in old age pension legislation? 
ee Are there any figures which would compare the results in this field as between. 
i ‘one country and another country?—A. I am not aware of anything of that kind,. 
_ Mr. Knowles. We have an interesting bit of material that has been brought out: 


. 
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in one of the Annual Reports of the British Columbia Old Age Pensions Board. 
I would not say it goes so far as to prove the point you suggest, but it does make 
some interesting point about the length of time that the average person stays 
on pension now as contrasted to the average length of time that a person stayed 
on pension in the earlier years of the old age pension program. 


One could argue from that, possibly, that old age pension payments con- — 


tributed to the security of the individual and therefore increased his life 
expectancy. 

But before one goes too far in making that statement, he should compare 
the relative degree of that increase with the relative degree in the increase of 
life expectancy in a similar age group which was not on pension within the 
last 20 to 25 years. 

Q. But it might be one factor?—A. We have not got that comparison. I do 
think it might be interesting for us to produce the very brief study that was 
made in British Columbia and to have it incorporated in the record at a later 
stage. 

By Mr. Brown: 


Q. Have you got figures to show the length of the life span of the average 
individual over the past 50 years?—A. We could get some figures showing life 
expectancy at various ages. 

Q. I don’t mean life expectancy, I mean something based on past record. 

The CuHarrMAN: That would be interesting to have on the record—a table 
of that kind. 

Mr. Brown: I was thinking of the actual experience of longevity over the 
past fifty years, of the extent to which the average of life expectancy has 
actually worked out over the past years. 


The Wirness: That is really the same point. That would be covered by, for — 


example, going ‘back let us say to the year 1900 and getting the figure of average 
life expectancy for a person born in 1900 and then coming along up over a 
period of years to the present time and ascertaining how it has worked out. 


Mr. Brown: The idea I had in my mind was the experience of the last 
fifty years, to what age persons have lived during that period of time. For 


instance, take the age of death of individuals in 1875 and carry it forward © 


from there. 4 

The Witness: We are still talking about the same thing. 

Mr. Brown: Yes. 

The Witness: The question of life expectancy rates. 

Mr. Brown: I was thinking of the actual experience with respect to life 
expectancy over the past fifty years, something that we should know. 


The Wirnsess: That is the basis on which the report to which reference 
has just been made is based, on the actual figures, and I believe it shows an 
increasing life expectancy. That is the way it is worked out. The actuaries in 


establishing their life expectancy tables base their findings of course on what — 


they have found in terms of the examination of past records. 


Mr. Fueminc: I think we were given some figures on that in the House not 
so long ago in connection with the experience in D.V.A. 


The Wirnsss: I do not think, speaking subject to correction, that the Domin- ~ 
ion Bureau of Statistics in its population forecasts assumes any increase in life 
expectancy from this point on, and to that extent they are conservative figures. — 
I speak subject to correction, but I am fairly sure of it, that they did their — 
projecting on the basis of the Peo life expectancy of age groups that are j 


now in the population. 
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Mr. Brown: But they won’t say that in fifty years from now you are going 
to live to be one hundred years old, that that will be the average length of life; 
they merely say what the fact is today. 

4 The Witness: We will get what information we can bearing on this ques- 
_ tion of life expectancy. It is now around sixty-seven, as I recall it. 

| Mr. Fiemine: There is just one question I would like to ask there; is it 
not very difficult, if not impossible, to isolate one factor in the whole question 
of life expectancy and to show what the effect of that one factor will be, what 
_ bearing it will have on the general trend? 

2 The Wirness: It is extremely difficult when you have a combination of 
factors; nutrition, levels of living, health services, social security payments, 
wars and a whole variety of other factors—new drugs, for example, which enter 
into the picture in terms of preserving life and to that extent increasing life 
expectancy. Another important factor which I am sure the members know 
about which has contributed mathematically to the increase in life expectancy 
as spectacularly as has been the case in the last twenty-five years has been the 
_ decrease in infant mortality; new techniques which prevent a child from dying 
within a month or a year of birth and extending its life even for a few years. 
That has a tremendous effect on the life expectancy figure. It does not mean 
because life expectancy increases over a period of time from say fifty to sixty- 
seven years that everyone can automatically assume that he himself is going 
to live that much longer, because that figure is very much influenced by the 
number of lives saved in the first few years of life. 


a 


Srtigip tm 


By Mr. Knowles: 


Q. I, of course, recognize the difficulty of segregating any one factor like 
_ that, but I should think it would be possible that some cases do fall within 
- some records possibly of actual periods, and it may be that this investigation 
which has been made in British Columbia would deal with this point. For 
example, I am wondering if there are statistics showing how many people in 
_ British Columbia died at age seventy who went on pension in 1927; or perhaps 
I should put it this way, how long did the people who went on a pension at 
_ that time live after they went on pension; and how many people in British — 
fy Columbia go on pension now at a rate of $50 a month and to what age do they 

live? That is not the only factor, I agree, but it is of interest—A. The B.C. 
| study shows the average life on pension of the average B.C. pensioner in the 
| early years of the scheme, and I think also in the later years of the scheme. : 
= Q. In other words, that is what we are talking about here; it deals with 
- something that has happened.—A. That is right. 

— Q. You will let us have a look at that, will you?—A. Right. Might I turn 
now, Mr. Chairman, if there are no more questions on this first section, 
| to the next section on full or partial benefit rates where I point out what I 
| think is an obvious fact, that the degree of universality of coverage of benefit 
_ payments does tie up with the question of the amount of benefit payment. The 
| Memorandum gives three examples; country “A” might provide universal full 
f Tate benefit payment to all above a given age, as Sweden does; country “B” might 
provide a full rate benefit to only a portion of those above the given age, but 
, it may set the given age at a lower level than country “A” does; country “C”’ on 
| the other hand may provide a partial benefit to all persons above the given 
| “age; and, therefore, in assessing this question of complete or universal coverage, 
| or universal benefit payments to all, one has to take into account the extent 
| of the benefit paid in each situation. I simply pose as an example there that you 
_ might have one country saying, we will pay a pension of $10 a month to every-’ 
ody from sixty-five on. That is one proposition; and then you might have 
another country saying for example we will pay a benefit of $50 a month to 
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everybody from age seventy-five on. The two things must be taken hand in 
hand, the question of universality and the question as to whether or not the 
universal benefit is paid on a partial rate or a full rate. Now again I would point 
out that even in the case of a full rate benefit so called you have to take a look 
at the actual amount of benefit to determine just what the full rate benefit 
amounts .to. I have used the expression here full rate benefit rather than — 
adequate benefit because you will find that in some countries which have 
universal full rate benefit, such as Sweden, the adequacy of the benefit across 
the board is very much open to question; and that is not a subject of opinion, 
that is a fact that is demonstrated by the number of different supplements that 
the Swedish authorities have added to their. basic age benefit. For example, 
they have added the cost-of-living supplement right across the board; secondly, | 
they have added the housing supplement on a mean test basis in four of the 
five rental areas of the country; so it is pretty clear from that that having 
established what they call a full rate benefit they find that it in most cases 
does not amount to a full degree of adequacy in payments to individuals and — 
they have to supplement that with various types of supplemental benefit. Now, 
Sweden of course provides a full rate benefit to all its citizens beginning from age — 
sixty-seven on and then it provides a variety of supplements of the kind I have — 
referred to, so you might consider it as being a full rate universal benefit country. 
New Zealand on the other hand is a partial rate universal benefit country at the © 
present time, supplementing the partial universal superannuation in three-fifths — 
of those cases through a means test program _and moving eventually upward — 
year by year until in 1988 it will reach the position Sweden is in now theoretically. — 
It will in 1988 reach the position of paying universal benefit from age sixty-five © 
on at a full rate in terms of what they regard as being adequacy; but in fact — 
ultimately New Zealand will actually be somewhat ahead of Sweden because ~ 
Sweden relies upon its supplemental benefits to make up te the ie of 
the full rate benefit at the present time. 
Now, you have a number of other countries, of course, operating a means — 
test program. Denmark is one of them and Canada is another where theoretically — 
at least they operate a means test program at a full benefit rate; in other words, — 
they do provide what purports to be a full benefit and they ‘reduce that by f 
means testing. The United Kingdom likewise has its means testing program — 
which operates on the basis of a full benefit rate less whatever is deducted on — 
account of means testing. 8 
In fact, there are “only three countries where you might say that their A 
programs envisage a benefit rate paid which is less than a full rate benefit. \ 
Those three countries are New Zealand, which I have mentioned already, the — 
United Kingdom and the United States. These last two examples refer to the — 
insurance program in the countries concerned. That is covered in the last — 
paragraph of this section where it is pointed out that in the case of the United © 
States and the United Kingdom they relate their benefit payment to the prior — 
record of contributions and because they do that in certain percentage of © 
cases whether large or small they pay less than the full benefit rate. In the © 
New Zealand program on the other hand the reason for paying less than the full - 
benefit rate is found in the escalator clause which provides that the universal — 
' superannuation benefit will not reach its full level until 1988. “ 


The CHarrMAN: Dr. Davidson, is there any country, apart from those 
which we have studied, where there is a universal basic old age pension paid 
at a given age which is supplemented by contributory schemes based on con- — i 
tributions made during the lifetime of the beneficiary? a 


The Witness: I do not know of any country doing that, Mr. Chairman. | 
Mr. CroLtu: Would you mind repeating the question so we can all Belg it. 
The CHAIRMAN: Just let me explain it. | 
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Mr. Croiui: I know what it means, but I thought we should all know it. 
The Wirness: I do not know of any country which has any twofold 
a _ program, one a universal pension paid at a flat rate at a given age— 
| The CHAIRMAN: Without a means test, a universal pension. 

« The WITNESS: —without a means test, and two a contributory insurance 
_ program— 
4 The CHarrMAN: At the same or lower level. 


The WiTNxEss: —at the same or a lower level. I know of no combination 
: a of that kind. 

a The CHAIRMAN: I thought when we were making these comparisons it 

would be interesting to have that information. 

a The WitNEss: You have the universal pension plan, for example, in Sweden 
| that is supplemented by a variety of supplements, some on a means test and 
_ some non-means test. You have a universal superrannuation plan in New 

Zealand supplemented both above age sixty-five and below age sixty-five by 
- means test pensions, all of which are financed out of contributions. 

i The CHAIRMAN: But you know what I mean; it is a universal proposition 

with them. , 

a The Wirness: I know what you mean. Now, Mr. Chairman, I come to 

_ the next point which is very interesting, the question of contributory vs. non- 

contributory. 

a. The CHAIRMAN: Yes. 


» The Witngss: I think the remark was made by someone in the committee 
P: yesterday that all systems are contributory in that they are obviously paid for — 
_ by imposed contributions or taxes derived in some way by direct or indirect 
q methods. That is, of course, true, but for the technical purpose of old age 
security I think it is convenient to make a distinction between purely non- 
contributory schemes on the one hand,—in the sense that they are financed 
entirely out of the general revenues of the country and not from earmarked 
contributions or taxes, and the purely contributory programs on the other hand, 
which are financed entirely out of earmarked contributions. Those are of two 
kinds. On one hand we find insurance schemes where there is not only an 
element of contribution but there is also a direct relationship in each individual 
case between the benefit payment and the individual record of contributions 
a made. Then there is another contributory type of program, and that is the 
_ type of purely contributory program which is financed exclusively out of 
earmarked contributions but does not contain the element of insurance to the 
x point of insisting that the right to benefit be directly tied to ie prior record of 
contributions. 
7 a In between the non-contributory type on the one hand = the two types 
I have described on the other hand, you get a vast array of possibilities which 
you might call semi-contributory. They adhere to the principle of the contri- 
_ butory feature or in some cases they pay what you might call lip service to it, © 
but, by a supplementary contribution from the treasury or exchequer, or out 
of general revenue, they carry very largely the cost of the scheme on a general 
_ taxation basis. 
| Now, this section of the memorandum goes through the various countries 
we have studied to date and tries to classify them in those terms. It is to be 
noted in this section as in other sections, that there are a good many debatable 
points which affect in terms the complete validity of the comparison. This 
is an inevitable consequence of the attempt to exclude excessive details. 


Hon. Mrs. Fauuis: Dr. Davidson, may I ask a question on the first para- 
ae which refers to the Australian system. In the event of a recession the 
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24 per cent tax, or whatever tax is levied on employers and employees, would 


re meet the requirements and it says that there is no provision in Australia 
for the deficit to be met out of general revenue. What would they do—just 
reduce the pension? 

The Witness: Mr. Willard has given me a bit of information of which 
I was not aware and that is in a public statement of policy of the former gov- 
ernment, a statement was made either by the Minister of Finance or the Prime 
Minister himself, that, in such an eventuality the government would come in 
and maintain the solvency of the scheme. That is a somewhat’ more tenuous 
commitment than that existing under the old age insurance law in the United 
States where that provision is written right into the law. For the time being, in 
Australia, I think it is correct to point out that they already have a very 
substantial reserve built up out of contributions they have already collected, in 
terms of social service contributions, which start at 14 per cent and go up to 74 
per cent, and the payroll tax which is 24 per cent in the case of employers. 


By Mr. Knowles: | 
Q. Dr. Davidson, if I may-presume that we are still trying to get the 


definition as between contributory and non-contributory clear, in so far as our 


use of the term is concerned, would it be fair to emphasize the word you use, 
namely “earmarked”. Perhaps you said it more simply that I will say it before 
I get through, but what is in my mind is that when we speak of a plan that is 
non-contributory we means that there is no earmarked contribution for it. 
Whereas, when we use the word contributory, we usually mean a plan in which 
there are earmarked contributions.—A. I think I would make a slight distinction 
there—and this is purely a personal distinction—between what I would call 
a direct earmarked contribution as distinguished from an indirect earmarked 
contribution. For example, if you had an old age security scheme financed 
on the basis of an additional 2 per cent or 5 per.cent or 10 per cent earmarked 
sales tax, I am not sure that I would call that a contributory scheme. Now, 
I admit there is a case for calling it contributory—just as there is a case for 


calling a contribution from the general revenue a contributory scheme—but I — 


think you lose the essence of the contributory feature when you derive your 
tax resources from a type of tax that the individual does not see when he pays 
and does not realize when he is paying that he pays it. 

Q. Then your use of the word contributory goes a step farther and this is in 
terms of direct earmarked contributions— —A. —that is a purely personal 
designation. 

Q. In all this we are being arbitrary, but my thought is that in the com- 
mittee we might sort this out so that we would all mean the same thing when 
we used the terms.—A. As it happens there is no example in this group of 
countries under study that would be debatable on this point of being financed 
from an indirect contribution. 

Mr. Fuemine: Is it not enough that we keep in mind these refinements which 
Mr. Knowles has suggested? There is a certain general understanding about 
the expression and we know there are variations within the idea of a contri- 


butory scheme. However, I do not think we will fall into error if we just — 


proceed. 


The CHAIRMAN: What about accepting as a definition of a contribution |» 
the definition which has just been given by Dr. Davidson—his personal 


definition? 
Mr. Knowuss: Repeat it. 
The CHAImRMAN: It is a direct earmarked contribution. 
Mr. Ferrie: A direct assessment. 


a. ae 
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Bb F The CHarrMAN: Well let us not try to put in too many words. It is a 
direct earmarked contribution towards old age security. 


PY Mr. Fiemine: I have great doubt about the wisdom of trying to define 
anything right now. I think Dr. Davidson has made quite clear the interpre- 

_ tation he has put on the words. 

a The CHarrMAN: For the moment. 


Mr. Fiemine: I think that it would be premature of this committee 
to set up some arbitrary definition which we had to follow from here on. 


Mr. Macnaucuton: I suggest that we get back to the title on page 6. 
The CuHarrMAN: That is where we are. 


The Wirness: You will note, then, at one extreme Australia which is in 
accordance with my definition a 100 per cent contributory scheme; and at the 
other extreme are Canada and Denmark which, for purposes of old age security 
alone, are 100 per cent non-contributory. I should point out, that having 
said what I have said about Canada and Denmark—that they are 100 per 
cent non-contributory—I want to make it clear that I am talking about old 
age security programs and not about their total social security programs. I say 


am i all 
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& 
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we will find ourselves concerned with the question of the methods of financing 
total social security programs in other countries not just old age security. If 
you take that into account in Canada you would have to take into account the 
_ fact that there are some elements of contribution involved in the total social 
security program in so far as all of Canada is concerned. I instance unemploy- 
__ ment insurance as the major example; I instance also hospital insurance programs 
_ of the province of Saskatchewan or British Columbia; I instance also as a minor 
_ example the workmen’s compensation legislation in various provinces which, in 
80 far as the employer at least is concerned, is a contributory insurance program. 
Even with that qualification I think the members will probably accept 
__ the statement that Canada is very much, to date, in terms of its over-all social 
security program, on the side of the non-contributory type of program as 
__ distinct from other countries which are very much on the side of the contributory 
type of program. 

A. Take for instance Australia... As members will recall the Australian 
s program is financed in all its aspects 100 per cent on the basis of direct ear- 
- marked contributions. These direct earmarked contributions consist first of 
all of a social service levy on individuals starting at 14 per cent for single 
persons above £104 annually, and rising on a graduated basis to 74 per cent. 
\ In addition to that individual contribution there is a payroll tax of 24 per cent 


| Ae levied on payrolls of employers. That money, taken with the interest earnings 
| in the fund, has today produced considerably more than enough to finance the 
_ Australian entire commonwealth social security program. It has been sufficient 
_ for a number of reasons: first, they have levied contributions generally two years 
before they began to pay benefits; and second, because the benefits they do 
4 pay in twelve out of fourteen cases are on a means test basis. 

a Some of these benefits were formerly provided out of the general revenue 
of the country but, when this contributory system was established, all social 
) service programs of the Australian commonwealth were taken off the con- 
| solidated revenue and were thenceforth financed on the basis of direct 
_ earmarked contributions. We hy 

“ Up to the present time there has been no governmental contribution from 
general revenue to that national welfare fund and it has a reserve of sufficient 
size to suggest that for some time to come it is unlikely there will be any 
necessity for contribution from general revenue. There is likewise no provision 
in the law for a contribution; but, as Mr. Willard has just pointed out, a policy 
statement has been made by the government which established this program, 


_ that by way of explanation because at a certain point here in the document 
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indicating that it was their idles to guarantee the solvency of the fund—if 
necessary by a contribution from the general revenue if, as, and when the need 
for it arose. P 
I doubt if there would be any serious argument, Mr. Chairman, about that — 
being as 100 per cent contributory as you can get it on the one side of the picture. 
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By Mr. Cannon: 

Q. Does that cover unemployment insurance and workmen’s compensation 
as well?—A. It covers unemployment assistance—there is no such thing in 
Australia as unemployment insurance as we know it. 

Q. What about workmen’s compensation?—A. My impression, and Mr. 
Willard confirms it, is that workmen’s compensation is a state or provincial 
responsibility rather than a federal responsibility. What we are talking of 
now is the federal level of service. | | 

Now, coming down the line from this 100 per cent contributory scheme 
of Australia, I find next New Zealand, which, to a greater extent than any other 
country except Australia, finances its entire social security program out of the 
revenue derived from direct earmarked contributions, namely from the social — 
security tax. As I pointed out in my evidence on New Zealand, the 74 per cent — 
levy made on all income of all individuals, with very, very minor exemptions, — 
has produced enough in the last two years to pay 70 per cent of the benefits — 
paid under a variety of fifteen different types of programs in New Zealand. 
As members will recall, about eight of those were free of the means test and 
about seven of them were subject to a means test. Of the eleven cash benefits, 
seven were subject to means test. 

Now, you will notice in New Zealand that that social security consists of 
only one earmarked type of contribution, that is the seven and one half per cent 
levy on personal income. There is no payroll tax on employers in New Zealand, 
and that may be the reason why New Zealand puts in a contribution on a year 
to year basis from the general revenues amounting to something like thirty per 
cent of the total amount required to maintain the fund in a solvent condition. 
I am drawing an inference there from the absence of the payroll tax of the 
Australian type and the presence of subsidies from general revenues which 
perhaps I am not warranted in drawing. But the existence of the payroll tax 
in Australia helps them avoid paying contributions from general revenues, and | 
the absence of the payroll tax in New Zealand makes it necessary to provide 
a contribution from the current revenue fund to keep it in a solvent position. 
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By Mr. Knowles: 


Q. Do you remember if Mr. Willard gave us in the case of Australia the 
percentage of that money that comes from the social security tax and the 
percentage that comes ‘from the payroll tax?—A. I think he did, Mr. Chairman. 
I recall distinctly that the bulk of the Australian revenue is derived from the 
social service contribution. About £22 million is from the payroll tax on 
employers and about £99 million from the social services contribution. 

Q. Not that they will be comparable, but I thought it might be interesting — 
to set this alongside that seventy per cent and thirty per cent division in 
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New Zealand. aay There is perhaps at least a coincidental relationship. ri 
By Mr. Blair: ) : 


Q. Have they an income tax in New Zealand?—A. If you wea look at the — 
material that has been filed by the Department of Finance, Dr. Blair, I think | x 
you will agree that they have. 

Mr. Knowxes: Does Dr. Blair know of any country in the world that 
has not? 


se ie Wak UR an ea : 


; ee my Zi “6 ¥ OLD AGE SECURITY 525 


mice > 
in 4 


The Wirness: Now, Australia and New Zealand so far as I have been able 
to analyze the picture are the only two countries that go so far as to finance 
_ two-thirds or more of their social security program from this contributory type 
_ of financing. The United Kingdom probably comes next in line, and the United — 
_ Kingdom picture is somewhat more complicated. I have endeavoured to pull 
out here from Mr. Willard’s material presented yesterday two sets of com- 
parisons designed to show (1) the percentage of the revenue requirements of 
_ the national insurance fund provided by the exchequer and by the 
employee and employer contributions, and (2) the percentage of the total social 
security costs including the national insurance program which have to be 
_ provided by the exchequer. It is not sufficient in the case of the United Kingdom 
to take the national insurance fund alone and to assume that that is comparable 
_ to the picture we have now given you for New Zealand and Australia. In 
Australia and New Zealand all health insurance, all the means test old age 
assistance and unemployment assistance, and all family allowances are paid 
out of the national welfare fund or the social security fund as the case may be 
In the United Kingdom however the national insurance fund is limited to 
_ those social security programs which are based on the contributory insurance 
_ principes in the United Kingdom; and in addition to that, the United Kingdom 
- government pays from the exchequer outside of the national insurance fund 
_ the cost of the national health services program, the cost of the family allowances 
program, the cost of the old age assistance program on a non-contributory basis 
and the cost of the national assistance program which is a general relief program. 
¢ Now, with that in mind, let us look at the paragraph at the bottom of 
‘page six. 
The (CHAIRMAN: Gentlemen, there is the division bell. It is twenty minutes 
_ to six so it will be useless to come back tonight. I propose that tomorrow after- 
noon we hear representatives of the Canadian Chamber of Commerce who will 
be present here. We will proceed with their brief at 4:00 o’clock. I suggest 
_ that we have a meeting tomorrow morning at 11:00 o’clock in order to complete 
_ Dr. Davidson’s summary. 

Mr, Fiemrine: I would suggest a meeting a little earlier. There is another 
_ meeting at 11:00 o’clock, the Public Accounts Committee. | 
The CuHatrman: Let us postpone the Public Accounts Committee meeting. 


We will meet. tomorrow morning at 11:00 o’clock, 
> 
_. The committee adjourned. 


MINUTES OF EVIDENCE 


HovusE oF COMMONS, 
Wepnespay, May 10, 1950. 


The Joint Special Committee of ithe Senate and the House of Commons on 
Old Age Security met this day at 11:00 a.m. Hon. Senator J. H. King and Mr. 
_ J. Lesage (Joint Chairman) were present. Mr. J. Lesage presided. 

The Cuatrman: Senator Fallis and gentlemen, we have a quorum, 
___-'This moring there will be distributed to members of the committee additional 
information entitled “Supplementary Memorandum re Canada’s Old Age Pro- 
gram”. It contains the answers to questions asked by members—perhaps not 
all of them, but the balance will be supplied shortly. I suggest that it be 
incorporated as an appendix to today’s Minutes of Proceedings and Evidence. 
_ (See Appendix “E”, Will you proceed, Dr. Davidson? 
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Dr. G. F. Davidson, Deputy Minister of Welfare, recalled: 


The Witness: Mr. Chairman, yesterday we finished the first part of the 
section beginning on page 6 of this memorandum, entitled contributory versus. 
non-contributory. 

I had dealt with the position in Australia and New Zealand and pointed out | 
that in general terms it is fair to say that the over- -all social security program ~ 
in Australia is 100 per cent based on the contributory principle; whereas, in the — 
case of New Zealand, it is probably fair to say that their over- -all social security 
program is about 70 per cent based on the contributory principle. Those are 
the only two countries that go that far—to the extent of two-thirds or more— 
in financing their social security programs on the basis of direct contribution. 

I was in the middle of a discussion on the last paragraph of page 6 where 
I referred to the position of the United Kingdom which, next to Australia and 
New Zealand, places a good deal of emphasis on the principle of contribution — 
and also relies to a considerable extent on the amount of revenue which they: — 
derive from the application of the principle of contribution. But, the United © 
Kingdom as I mentioned, is more difficult to get clearly in perspective. We are { 
dealing with two things: first, the national insurance program containing the old — 
age and retirement insurance plan, and im that there is embodied the principle — 
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of contribution from employers and employees. But there is also a substantial 
subsidy from the exchequer out of general revenue. That is not the whole pic- — 
ture, however because, in addition to that insurance program which has a heavy — 
subsidy from general revenue, the United Kingdom provides out of general 
revenue directly for the costs of a number of programs which in the Australia — 
and New Zealand schemes are included in the social security program and ~ 
financed out of the contributions. So to get a complete picture of the United ~ 
Kingdom that would be comparable with New Zealand and Australia, you have — 
to take the insurance program itself and then add to that the cost of family — 
allowances, non-contributory old age pensions, national assistance, and national 
health services. When you get that picture you find the degree of subsidy from — 
the United Kingdom exchequer is very heavy indeed. 4 

Turning for a moment to the narrower picture of the insurance program — 
itself, you will see that in 1948 it was estimated that the total expenditure under 
the insurance program alone would amount to 452 million pounds. That 
includes not only old age insurance but other benefits that are provided in the — 
‘Insurance program in the United Kingdom. Of that 452 million pounds, on the — 
basis of the original estimate for 1948, it was anticipated that the employee- — 
employer contributions would account for 313 million pounds. So that the ~ 
insurance fund was expected to start out on the basis of being about 70 Bi 
per cent contributory with about 30 per cent subsidy from the exchequer sup- | 
plements or exchequer grants. Now if you add to that picture the exchequer — 
funds required for financing these services which we have already mentioned, — 
and which are outside the insurance program, you get a completely different 
picture which is shown at the bottom of page 6. The total exchequer contribu- — 
tions, including subsidy of the insurance program, and including the cost of the. 
national health service, the national assistance, means test old age pensions, 
family allowances—total exchequer, contributtions, amounted to 535 million — 
pounds in 1949-50. It is estimated that the figure will go up to 668 million — 
pounds approximately in the current fiscal year. 


Mr. Brown: According to my figures that amounts to about $2,057 million. © 


The Witness: Yes. Now, when you set those amounts from the exchequer — 
for all social security purposes alongside the employer-employee contribution 
for insurance purposes, you get a picture that is more directly comparable with 
the figure I have already given you for Australia and New Zealand. There, you 
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find . in that all- inclusive picture about 65 per cent of the total revenue required 
es all social security purposes in the United Kingdom coming out of the general a4 
ex chequer. So that to sum up you find Australia in those terms as a 100 per 
cent contributory program for its over-all program, you find New Zealand as 70 ne 
per cent contributory for their over-all social security purposes, and you find the — | 
United Kingdom currently with about a 35 per cent contributory program for 
over-all social security purposes. Those ratios are based on a comparable 
range of benefits—namely the total social security program existing in those 
three countries. ) | 
Now, you should add to that current picture for the United Kingdom the 
fact that within the insurance program itself, as time goes on, the exchequer 
subsidy will become heavier and heavier, as‘shown by this memorandum. You 4 
will see that fifteen or twenty years from now the degree of subsidy from the YE 
exchequer for the total social security program will be even higher than the 65 
per cent at present—and I suggest that it might run as high as 75 per cent. That 
is based on the point made in the memorandum that even with respect to the — 
Insurance program, the exchequer subsidy although only 30 per cent now will 
tise in 1978 to 56 per cent of the total that is required for insurance purposes. - 
That increased subsidy in the insurance program will affect the over-all degree nit 
of subsidy in the United Kingdom total program by perhaps as much as 10 per 
cent. | 
Are there any questions on the United Kingdom picture as given in that 
paragraph, Mr. Chairman? ae) 
est will then proceed to the section on the United States. There are some 
odd points here than I would perhaps have been better advised not to include but 
I thought there was one rather interesting, if somewhat specious point which I 
would draw to your attention. If you will turn to the United States program 
you will find a considerable degree of reliance on the contributory principle but 
you will find it in two extreme ways. From the point of view of the old age 
iMsurance program itself you will find 100 per cent reliance on the contributory nye. 
principle because O.A.S.I., as members will recall, is financed exclusively and oy 
entirely both now and for a good many years in the future from contributions 
/of employers and employees. It has at no time to date received any subsidy 
from the general revenue of the United States government; and with its reserve 
build up to $114 billion it is evident that for a good many years to come it will 
finance itself on the basis of the employer-employee contributions. From the 
point, of view of O.A.S.I. you can see it recognizes 100 per cent the principle of 
contribution in its financing policy. ‘ 
- Then I show in the following portion of this memo another point of view, 
although it is admittedly rather specious. The United States old age security i; 
program is also 100 per cent contributory in that they are collecting funds = 
mm the insurance program which, at the present time, are more than sufficient 
to finance the entire cost of their supplementary old age assistance program 
as well as the insurance program itself. Now, of course they are not using the at 
funds for that purpose but the point I am making is that the total amount of oe 
money that is currently being taken from the population of the United States in S 
terms of the old age insurance program is sufficient, if the United States as a 
matter of policy wanted to convert to a pay as you go approach, to finance the Wen 
sest of both the old age insurance and the old age assistance programs. Le 
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4 _ By the Chairman: } ; 

- Q. Suppose they turn to a pay-as-you-go system, for how many years 

would the present reserve be sufficient to pay the expenses and disbursements of 

both systems?—A. That is an extremely hard thing to say, Mr. Chairman. One 

an only say that at the present time the current intake is sufficient to defray the 
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cost of outgo both on-old age insurance and old age assistance. Now, even if 
current expenditure on old age insurance and old age assistance continues to rise 
as it will undoubtedly do, it would take quite a while to eat up the $114 billion 
in the reserve. That is about as far as you can go in a statement. It is simply 
an interesting point that has no real validity in terms of the discussion of con- 
tributory versus the non-contributory approach. 

Q. No, but it is interesting to note that the collection of 1 per cent from 
employees ‘and 1 per cent from employers for the first thirteen years under a 
contributory system allows the piling up of $114 billion in the United States?— 
A. That is correct. 

Q. Which would mean if it was on a pay-as-you-go basis the contributions 
could be a lower percentage than 14 per cent at the start?—-A. At the start, as 
they were in effect in the United States, but they would have to take a rise pro- 
gressively through the years. 

Q. Yes but ‘they could have lowered it below 1 per cent or 14 per cent for 
employers and employees if they had not built up that $11 Piles : 

Mr. MacInnis: May I ask Dr. Davidson whether the size of the old age. 
insurance fund at the present time is not due to the fact that a great many 
people who are contributing to it are not now and may never be in a position to 
draw benefit from the program as contributions are based on employment. 
Contributions are paid, when a person is employed, by both employer and 
employee and, those who are intermittently employed, for instance, may never 
acquire a sufficient contribution to be able to participate? 

The Wirnsss: I think that is an element in the building up of the reserve, — 
undoubtedly. I must say, however, that I believe the major element is the 
element involved in the payment of contributions now by people who will event- 
ually draw benefits. These reserves are being built up to guarantee to those 
individuals that they will in future years get benefits at the appropriate time. 
That I think accounts for the bulk of it, but undoubtedly there is an element of | 
truth—although I cannot put a dollar sign on it—in what you say. It is prob-— 
ably true to a substantial degree that there are people who pay contributions into — 
the funds but who, for one reason or another such as premature death, inter- 
mittent employment, and other reasons, will never draw benefits. There are | 
for example individuals from Canada who might go to the United States for a_ 
number of years and engage in employment there, and then leave the United — 
States and go to some other country. Such an individual may have paid a con- | 
tribution for a sufficient time to establish his eligibility for benefits but, if he 
winds up in some far off corner of the world and reaches retirement age in that ~ 
place he is never going to think of going back and applying for his rights or 
benefit under O.A.8.I. “s 

Mr. Brooxs: Is there not another element in the building up of the large : 
fund, and it is the fact that in recent years, particularly during the war, nearly 
everyone had employment and everyone was receiving fairly high wages. The | 
percentage of those high wages would increase the fund very materially. 3 

The Witness: There would be a much larger percentage of persons, Mr. 
Brooks, up against the $3,000 income ceiling for contribution purposes, than | 
could possibly have been anticipated by the actuaries when they*set up thee 
original calculation in 1935. Be 

Mr. Brooxs: And a larger per cent than you would have in normal tines as 


a rule? ay 
The Witness: Quite. a 
By Mr. Brown: | z 


(). What would be the effect of recession on a pay-as-you-go basis of con- 
tribution and benefits?—A. The picture is twofold I think, Mr. Brown. 
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_ would have the effect of decreasing the income accruing to the fund both through 
lost employment and fewer people therefore contributing, and to the extent that 
a depression period results in decreased wage levels; and that will also result in 
_ decreased contributions from those people who continue in employment. 
_  Q. And a decrease in the income of the state, consequently?—A. Well, 
_ before. you go on to that, on the other side of benefits, because of the scarcity of 
employment, you will get a larger number of persons who will accept retirement 
_ immediately they reach the eligible age—unlike the situation now where, because 
_of buoyant employment conditions, perhaps one-third of people in the United 
States, eligible for benefits under O.A.S.I. are continuing to work and refusing 
_ their benefits. If a depression came along large numbers of those people would 
go on O.A.8.I. so that you would have decreased revenue as far as the fund was 
_ concerned from its normal contributions, and a sharp upturn in the amount of 
_ benefits. 

, Q. In other words you would increase expenses and decrease your income? 
_—A. That is right. At that point you might begin to eat into your reserve. 
Mr. Prnarp: The same thing applies to any program of unemployment 
insurance? 
~The Wirnsss: Exactly. 

The CrarrmMan: It applies to all government enterprises. 


— By Mr. Brown: | 

_ -Q. You are assuming on this pay-as-you-go program that you have a 
_ reserve?—A. On a pay-as-you-go basis you would have no reserve—and that 
would reflect immediately. | 
_- Q. And on that basis you would have no reserve?—A. You would have 
to do either one of two things: you would have to increase the contribution 
rates and decrease the benefit rates, or you would be faced with providing a 
subsidy from the general revenue of the country at a very difficult time, namely 
_ the depression time when the general revenue was adversely affected. 

-  Q. How could you increase the contribution by the employee when he had 
no income or when his income was being lowered considerably—as much as 
30 per cent or 35 per cent?—A. I simply say theoretically that you could do 
that. I do not say that the governement would do it—that is your problem 
and not mine. : 
© The Cuarrman: Well, Dr. Davidson, the same would be true or is true 
_ with our present means test system? 

The Wirness: Quite. The means test program is financed entirely from 
general revenue on a pay-as-you-go basis and essentially you face the same 
_ problem in a means test program. 

_ -‘Mr. Brown: We are assuming there would be larger benefits. 

| +The Wirness: On any pay-as-you-go system if you run into a period of 
_ depression you have no cushion such as is involved in the establishment of any 
actuarial reserve or contingency reserve to carry you over the lean years. The 
_ hope would be in a funded reserve system such as they have in the States that 
_ the reserve would last longer than the depression would last. To that extent they 
_ have a cushion. The hope in Australia, where they have a contingency reserve 
of a small amount rather than an actuarial reserve, would be, that it would last 
_ long enough to get past the recession. . 

_ Mr. Brown: It is a gamble anyway you look at it. 

Mr. Brooks: It is a strong argument for cyclical budgeting. 


-.- -The Witness: Coming back to the summary, as far as the United States 
is concerned, I mentioned this interesting point a while ago only to point out 
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to the committee that if at any time the United States in future were to decide 
it wanted to switch over from its present system to more of a pay-as-you-go 
basis, there are some grounds for thinking, in the light of this statement, that it 
might not be as difficult as 1t appears on the surface. 

From the summary you will see that the United States in 1948-49 provide 
$442 million for the aged out of their contributory insurance program based 
on the employer-employee contributions, with no subsidy from the States. They 
provided on the other hand $1,259 million in the same year terms of means test 
old age assistance financed entirely from federal and state general revenues. 
On that basis the United States program is presently about 74 per cent non- 
contributory and about 26 per cent contributory. 

Sweden is an extreme example of a country which, while paying what you 
might call lip service to the principle of contributions, actually departs from 
that system to a very large extent by financing the bulk of its national pension 
scheme—that is the universal pension scheme in Sweden—out of general revenue. 
The total cost of the national pension program for old age, widows, and invalid 
benefits, was 706 million crowns in 1948-49 and 79-2 per cent of that was 
financed out of general revenue of the country. Only 17 percent was financed 
from direct earmarked contributions in the Swedish program. These figures 
relate only to the national pension part of the Swedish social security program; — 
and when you add to that as we did in the case of the United Kingdom the © 
other social services in Sweden which are provided out of the general revenue | 
_of the country, you will find that the element of contribution, so far as the - 
Swedish social security program in concerned, is reduced to a very nominal 
figure of 6-7 per cent of total social security expenditures. 

I should say there Mr. Chairman that we are not absolutely certain that 
there are no other contributory features applying to other items of the Swedish — 
social security program but our understanding is that this is the only element of - 
contribution. If that assumption is correct the figure of 6:7 per cent stands as 
the figure which represents the extent to which the Swedish program is based on _ 
the contributory principle. ; 

If there are no further questions on this section, Mr. Chairman, I think we 
might just pass on for a moment to the next two items which are rather brief. 
One relates to this question of the relationship of the benefit to the contribution 
record. Most orthodox insurance programs provide individualized, benefits, if they 
are strictly insurance programs, that are based in some degree at least on what 
that individual has done himself in terms of contribution during his working years. | 
You think of that in terms of ordinary private insurance and_you think of that : 
in terms of our own unemployment insurance program. It is interesting to note | 
in connection with the schemes we have reviewed that the States O.A.S.I., and 
the United Kingdom insurance program, do adhere to these insurance principles 
in that they relate the right to benefit and the amount of benefit to some extent 
at least to the prior record of the individual’s contributions. Now that has- 
important implications in terms of administrative costs to the extent that you 
have to keep a record of individual contributions in order to establish ultimate 
eligibility for benefit. You have to set up a pretty complicated record system 
that involves the making of records of that individual’s contributions for each of. 
the years that he has been in insured employment. 


By Mr. Brown 


Q. In the United Ringe they all have the same benefits, but they are based 
on the period of employment?—A. There is a flat uniform benefit paid; but if- 
you will refer to the table which is in the. document that Mr. Willard presented 
the other day you will find certain provisions of this kind: that an individual, y 
qualify for the retirement benefit must have at least 156 weeks of contribution 
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That means that you have to keep a record for three years at least to establish v2 
the point of eligibility. Then it is provided that in the entire work span of the | 


_ individual he has to prove that he has a yearly average of 50 weekly contributions 
paid or credited. | ; 
That means, in the case of a man who starts in at the age of 20 and goeson 
to the age of 65 that for 45 years you have to keep a record each’ year; you have 4 
_ to check the number of weekly contributions he has paid himself or has had 


* 


_ eredited to him during a period of unemployment or illness, while he was on other 
Insurance benefits. } 
a Q. But once he qualifies, once he has that period, everything is the same, is 
it not?—A. No. If at the age of 65 you go back to the individual’s record and 
_ you find that he has a yearly average of 50 weekly contributions paid or con- 
tributed, then he is eligible for the full benefit. coy 
But if on the other hand his average weekly contribution throughout his’ 
entire work period is only 48 or 49 he is entitled to only 25s. weekly instead of 
_ 26s.; and if he has an average of 15 weekly contributions he is entitled only to 
15s. a week; and if he has as little as 18, he is not entitled to any retirement 


= 


4 


benefit. : y, 
I am not suggesting that the British scheme is as detailed or as compli- — 
cated as the American scheme; but I am pointing out that it is still necessary in 
the British program to maintain a record of each individual’ for each year 
of his period of coverage; and to the extent that you do relate—as they do in 4 
the United Kingdom and in the United States—the right to benefit and the 
amount of benefit to these past records of contribution, then to that extent 

you do impose a much greater load on the administration and incur a much 
_ greater administrative expenditure than would otherwise be the case. ee 
the case. 


ae By the Chairman: 


aa co 
~ Q..But they have other benefits under their social security system, do they 
not?—A. That is right. Baan tk 
— Q. And some of them have to be administered on a basis of individual _ 
records such as unemployment insurance. So there is not very much more got 
administrative work involved, if they have already to keep individual records * — 
for one or other kinds of benefit contributions?—-A. Are you asking me to 
agree with you? i 

~  Q. I am asking you to comment; to agree or to disagree either in whole — 
or in part—A. While there is in my opinion an element of truth in what you say, 
a do not think it follows at all that by financing ten schemes under one system _ 
of contribution you can do so as cheaply as you can finance one scheme under 
the contributory system. You spread the cost, it is true, but I would just point | 
out this difference; if one is thinking in terms of the two programs you men- 
tioned, namely the unemployment insurance on the one hand and the old age 
insurance on the other, it is obvious that the unemployment insurance is a Bi 
‘short term program where the problem involved is one of keeping records for 
a short period, five years, let us say. That is entirely different as a problem : 
from keeping the same type of records over the entire life span of the individual. © 


By Mr. MacInnis: 


QQ. What about two people who are living as cheaply as one? Do you 
disagree?—A. I simply want to point out that apart from these two programs, 
the more orthodox contributory insurance programs in the United States and 
United Kingdom, all the other schemes in all the other countries, whether means 
test or not, establish no relationship between the right to benefit at retirement age 


and the prior record of contributions. That applies to Australia, to Canada, 
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to Denmark, to New Zealand under both of its schemes, to the United Kingdom 
under its means testing scheme, to the United States under its means testing 
scheme, and to the Swedish scheme. So that so far as these countries which we 
have studied are concerned, there is no relationship of the right to benefit or 
the amount of benefit to the prior detailed records of contribution. 


By Mr. Brooks: 


Q. Have we the comparative costs of administration of the old age schemes 
in the different countries?—A. We have put some figures in, but I have not 
pulled them together in this document. 

Q. Is the United Kingdom cost much larger than ours in Canada?—A. Per- 
haps Mr. Willard could answer that question better than I could. 

Mr. Wriuzarp: I do not think I would like to venture an opinion on that 
point until I had actually studied the figures; and again I think it is subject 
to certain reservations which Dr. Davidson mentioned the other day with respect 
to administrative costs. It would be very difficult to determine the cost, for 
instance, of the old age section of the British Social Security Program and relate 
it to the administrative cost of the non-contributory pension scheme in Canada. 

Mr. Brooks: You spoke of the complexities of it and I thought I would lke 
a comparison of the costs. 

Mr. Fuemine: Would not the extent of coverage enter into it very largely 
because in some schemes your coverage is limited to that portion of the population 
for whom the administration is relatively simple? 

Mr. Wiutarp: We might try to obtain from Great Britain an estimate of 
their administrative cost under the non-contributory and the old age scheme at 
70 years of age as compared with ours. But since the cost of maintaining — 
records is spread across the whole group of records, I think it would be difficult | 
to bring out that figure. As to the national assistance scheme, you have bene- 
fits paid to people of 16 years of age and over, so it would be difficult to get 
it there for the old age scheme. , 

The Wirness: There is another point to be added in the light. of what 
Mr. Fleming mentioned. There is some difference of opinion in the United 
States for example as to the extra administrative expenditure which would be 
involved in extending coverage to these groups which are more difficult to reach, — 
such as the self-employed, where they are proposing to introduce methods such — 
as the income tax return method, and above all the stamp method in order to — 
reach the self- employed in the urban and in the rural areas. : 

There is evidence in the hearings before the United State Senate Committee — 
on Finance to suggest that the administration expenditures of the O.A.S.I. pro-_ 
gram in the United States now around $55 million to $60 million annually would — 
be stepped up substantially under the unextended coverage program; and I think j 
it 1s confirmed by the fact that if you go beyond a certain point in coverage — 
under an orthodox insurance program of this kind the problem of collection — 
and administrative expenditure is disproportionate to the extra number that 
might be brought under the scheme. 


By Mr. Fleming: 


Q. Let us go back to the agricultural workers again?—A. Yes, and the 
domestic workers. The minute you try to cover them, you face a very real 
problem of disproportionately high administrative costs. * 

My next point is the list of the various ages of eligibility. They were — 
mentioned in passing in the first section on universality of benefits, but I have — 
set them forth for the convenience of members. There are available now for the 
members some supplementary sheets to the document which was put before you 
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oy S Rediany and which I rotid ask your permission to es to that document in 
“the record at the appropriate place. And the headings which are discussed in 
these supplementary sheets are: “Conditions of Retirement”; ‘Premiums for 
Deferred Retirement”; Residence and Citizenship”; “Degree and Extent of 
_ Means Testing”; and “Pay- as-you-go vs. Funding”. | 
4 I do not think these supplementary sheets have been distributed yet to the — 
_ members? 
By the Chairman: 
4 Q. ‘Yes, they are being distributed now.—A. Perhaps I could go on then 
with the first item, and then the members could pick it up as the document 
comes before them. | 
"Mr. Prnarp: Before we leave these countries— 
a The (CHatrMAN: We are not leaving them, Mr. Pinard. I know that you 
_ have a question about Russia and maybe we could discuss it while the sheets. 
are being distributed. . 


4 ; By Mr. Pinoeas, 
_Q. We have discussed the programs in the democratic countries. I feel it 
might be of interest. if we could get some information on the system applied in 
other countries such as the U.S.S.R. or Spain so that we might be able to get a 
_ fuller picture of the whole situation. I do not know whether Dr. Davidson has 
any information on Russia or any of the other countries, possibly, which are 
under the influence of Russia—A. I have a document here entitled “Social 
- Security Legislation throughout the World”. It is published by the U.S. Federal 
Security Agency. It does give in a tabular form—which I said I could not give 
ts Mr. Fleming—details about the schemes in various countries of the world. 
These details, however, are extremely sketchy. They are not as accurate as 
- they should be in terms of details. 
‘ Q. Do they give any information on old age programs?—A. They give 
“old age, invalidity, and survivors’ insurance and pensions programs in effect in 
all the countries concerning which the United States government has been able 
| ai. get any record. ‘There is a section on Russia, one on Yugoslavia and so on. JF 
~ do not know how much use it might be to the ‘members, but if the members of — 
| — the committee wish me to do so, I could either put some tables i in as an appendix, 
’ or I could read one of them to you, whichever you like. 
- - . Could you tell us, for instance, if in that document it is shown whether 
there are contributions made by the employers?—A. Yes. 
a Q. In the U.'S.S.R.?—A. Perhaps I had better read the U.S.S.R. one to 
illustrate the kind of thing it provides. 
m (|The program was inaugurated in the U.S.S.R.—that is the old age, 
pe Pralidity and survivors’ insurance—in 1922. Coverage is extended to persons 
employed in “Socialist Sector”. That means, state, co-operative and public 
um ertakings, including industry, commerce and state collective farms. 


, 


a q By Mr. Fleming: 
a a Q. But it does not include the salt mines in Siberia, does it?—A. I have not 
come to that yet. 

Coverage is also extended to persons employed in private establishments 


Za and private farms (in territories acquired where private farming continues}. 


By Mr. Pinard: 
—__ Q. Private enterprise still exists in some sections of that country according 
8 to Finis information?—A. As I read this the persons who are employed in private 
. establishments and private farms relate to the territories acquired where private 
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farming continues. That. would seem to me to include countries which have 
been added to the Soviet territory. 

Mr. FuLemine: It: might mean the private farms of the commissars. 

Mr. Larne: I do not think that anything we might learn from this country 
would have any application to our problems here. 

Mr. Pinarp: I think that whatever precise information we can go out of it 
would certainly be of interest to the general public. It is difficult to be able to 
answer whatever représentations are made by groups that are under the influence 
of a communist organization. In other words, we should be in a better position 
‘to give information if we received precise information in connection with the 
problem. 

Mr. Latina: Are we going to have a brief from the communists? | 

Mr. MaciInnis: If it goes on the record I think it should go on without being ~ 
intermingled with wise cracks. ‘ 

The Cuarrman: There are only three more lines, so perhaps Dr. Davidson — 
might read them and then we will go back to our normal procedure. | 

The Witness: Additional persons covered in addition to the groups I 
mentioned are students in retraining and specialized courses, if previously 
employed. And a note is added as follows: 4 

“Important exclusions: workers on collective farms; persons owning farms; — 


occasional workers.” q 
By the: C hairman: / tm 4 
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By Mr. MacInnis: ; 

Q. As of 1922?—A. That is the date of the original law but the details have © 
given you are details in terms of the original statute as it currently stands. 7 
: 


By Mr. Richard: 


(. Is the amount of benefit mentioned anywhere?—A. Yes. The ical 
person is not required to contribute. The employer pays 3:7 to 10:7 per cont 
of his payroll. The rate varies with the industry. The contribution, by the 
employer also covers cash benefits for health and maternity insurance an 


family allowances. The government pays full contribution as an employer. 
The benefit rates are divided into a number of categories. The first ployee 
includes underground workers and those in unhealthful industry. Their benefit — 
is 60 per cent of their wages. 

The second category includes workers in basic industry; and their benefifil 
is 55 per cent of their wages. 4 

This amount is increased for shock workers, heroes of labour, and for 
pensioners who continue in employment. 

These benefits are based on wages; and the maximum remuneration fom 
purposes of pension is 300 rubles. Wages are computed on average of last 
twelve months. Minimum pension: 50 rubles a month if no dependents; 
60 rubles a month if one dependent; and 75 rubles a month if two or more 
dependents. 

By Mr. Pinard: 

Q. Have you got the official exchange rate of the ruble?—A. No, I have not 
got it. . , + 
By Mr. Smith: a 


seen ‘that figure fete An —A, Thee & are some United States Sata on it and 
we could get them, if you wanted them. 
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yee a The Carman: I believe Mr. Pinard has received much of thé information — n 
that he asked for and I do not believe Dr. Davidson could say anything more | 
about it because he has read the whole page on Russia. ie 
2 Mr. Prnarp: I did not believe we could get the complete situation; but 1 Sie | 
thought it might be of interest to have whatever we could secure. That is why 
_ I asked the question. Paes: 

i The CHatiRMAN: There is no reproach there. yeOY 
Mr. Pinar: I know that. 


i 


By the Chairman: ) a 
k Q. May we go on, Dr. Davidson—A. May I turn now to the item 
on page 10 entitled “Conditions of Retirement”. You will recall that in some 


of the plans stated the individual was entitled to a benefit only if he retired from 
active employment. And this is a matter which is of particular pipe in 
_ regard to these plans which provide benefits at relatively earlier ages. Seite: 
If you are dealing with a group 75 years of age and over for example you 2 
can pretty well afford to assume retirement in all cases. It may go down as — 
far as 70 years of age; but when you get to 65 or 60 years of age the question 
-arisés as to whether you are going to deprive the country of the productivity 
4 of a substantial portion of the labour force in the ages 60 to 65 or 70 by saying 
_ to them that they can only get their retirement benefit if they retire from 2 
. _ active employment. he 
= Under all the means test programs as shown here there is no stipulation Grp 
as such that an individual must retire from employment; but of course the — 
-means test provisions of these means test laws limit the range of outside earnings 
or income to such an extent that the effect is much the same: that an individual 
' cannot work very much for remuneration and still remain eligible for full 
_ pension. His pension is very sharply diminished if not eliminated entirely 
if he goes into the labour market. 
_ I thought it was interesting to note in Mr. Willard’s testimony respecting | 
Great Britain the difference under the means test old age pension law in that 
- country between unearned and earned income. I believe Mr. Brown had a 
- question to raise on that point. The significance of it to my mind was that — 
_ under the British plan of means test pension they make more generous allowance, 
as I understand it, for unearned income than they do for earned income. A 
. That means that the British plan is indirectly putting a type of pressure 
“upon individuals who apply for means test pensions at 70 years of age to - 
K. retire ‘from the labour market. But if they have unearned income, the pressure 
in terms of means testing is not so great. I think that means in effect that 
the British are encouraging, in principle, the retirement of their aged people 
of 70. years of age and over from any participation, or from any substantial 
ee pation in active employment. . 
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By Mr. Brooks: 


~~ Q. And would it not also encourage savings?—A. I think it puts less of 
a penalty in terms of the means test on income derived from accumulated savings 
- than it does upon income derived from current employment, and, as I pointed 
out the other day, the same is true of our Canadian system. 

Just as in these means test programs, the univ ersal plans of New Zealand 
and Sweden likewise attach no condition of retirement as a pre-requisite to 
eligibility for benefits under their universal schemes. Coming back to the more 
orthodox insurance schemes of the United States and the United Kingdom, 
they have a type of retirement condition which is expressed in the following 
general terms: they say in effect, under their retirement insurance program, 
that a person must retire from active employment if he is going to draw 
* benefit. He is allowed a certain amount of marginal employment, part-time 
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employment in the case of ae United Siertea and he is allowed to earn up to $15 

a month in covered employment. But if he earns more than that, then he goes 
off benefit completely for the month in which he earns more than $15. 

The United States is of course more generous in terms of uncovered employ- 
ment. There they do not require a worker to forfeit his benefit if he accepts 
employment in the uninsured area of the employment market. 

The United Kingdom has a slightly different method of achieving the same 
objective, and that method is stated in the last paragraph. First of all they 
allow an insured retired worker to.earn as much as 20s. a week to supplement 
his retirement benefit without any penalty; and that applies to all types of 
employment, there being no distinction between covered and uncovered employ- 
ment. But if he earns more than.20s. in a week, there is.a diminution of his 
benefit to the extent of 1s. for each shilling earned in excess of 20s. But the 
United Kingdom says in the case of men over 70 years of age and women over 
65 years of age that they are not affected in any way by this provision and 
may draw the full benefit to which they are entitled regardless of earnings. They 
say to them: from these ages your retirement benefit is your own as an absolute 
right and you are free to earn as much as you can in outside employment 
without loss or diminution of that benefit. 

There is a limit on the hours of work as well in Britain so far as it applies 
to the group up to 70 years of age in the case of men and 65 years of age in the 
case of women. 

In the following section there are some notes which we drew up on the subject 
of Premiums for the Deferment of Benefit. I do not think I need to delay the 
committee very long with them. But it is an interesting feature to consider in 
terms of any plan which involves the payment of benefits at a relatively early 
age, where the element of cost is considerable and where, for that reason as well — 
as for the desirability of keeping as many people as possible actively employed, 
there is something to be said for encouraging deferment of retirement by offer- — 
ing a premium: in the way of added benefit for those who work an extra year or — 
so and do not apply for their pension the moment they reach the age of 60 or 
65, whatever it may be. 

Then there is another section entitled “Residence and Citizenship”. These 
are factors which to some extent affect eligibility and affect the universal applica- 
tion of the plans in the various countries. I do not believe it is necessary for 
me to dwell on them at all. The details are pulled together here for all the — 
schemes, and I think the chief point of interest to note is that there is no coun- — 
try which has abolished completely both residence and citizenship re ue ; 
There is usually one or the other limitation in effect. 


By Mr. Ferre: . 
Q. What about Sweden?—A. Sweden has no residence requirement but — 
it does have a citizenship requirement. ; 
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By the Chairman: ; 
Q. And the same thing applies to Denmark?—A. A Finnish citizen could 
not go across the border into Sweden at the age of 67 and apply for a Swedish _ 
benefit. He would first have to become naturalized and become a Swedish citizen. 


By Mr. Laing: 
Q. Is there anything said with respect to payments made outside of a 
country, for residents who are outside that country?-—A. There are some situa- 
tions; the British plan is an example of it. Under that plan any person who 
applies for and draws an old age insurance benefit in the United Kingdom, and 
then moves to another part of the British Commonwealth is entitled to receive — 
his retirement insurance benefits. 4 
(). That is the only case? 


ll ee Lbs 
a gy > - OLD AGE SECURITY ; SSL ay 
By Mr. Brown: , 
. Q. Are there not some states in the United States where having applied for 
Bi Bak got your assistance you can get your clair——A. Outside the state? I am 


not informed that they can draw it outside the country. 
Q. But my information is that in Michigan they can.—A. Do you mean 
- that a person in Michigan can come and live in Windsor and draw his Michigan 
state old age assistance benefits? 
q Q. I am informed that is so—A. I would be very much surprised. 
Q. It may be that I refer to the insurance program?—A. Oh, the insur- 
ance program yes. 


The Cuamman: The individual would have a right. to that? 


The Wirness: I should add the point which Mr. Fleming brought up the 
- other day that there are some Canadians who are insured under the United © 
~ States Railroad Retirement scheme. In some countries there are also reciprocal 


_ arrangements—as between Australia and New Zealand, which permit a certain 


reciprocity of movement of pensioners between the two countries. There has 

been quite a bit of work done on that in terms of commonwealth countries, 

- involving Australia, New Zealand, northern Ireland and the United Kingdom, © 
but those are the only examples we have at the moment, Mr. Laing, which ye 
‘provide for payment of benefits outside the country of origin. 


a 


; Mr. Ferrie: It does work for companies—I mean men from the United 
_ States working in other parts of the world? : 


> 


The Witness: I cannot speak specifically of the United States program in 
_ that regard but you are quite right that in some of these insurance programs they 
_ will continue to include under protection of the program certain workers who 

are working in foreign countries. Take for example the New Zealand program: 
_ the people who are here in the high commissioner’s office at the present time 
e are all making their contributions to the New Zealand social security program 


4 


_ and maintaining their eligibility under that program. 


_ By Mr. Laing: 


_ Q. Would they be paid if they remained in Canada upon retirement? That 
. the essential point?—A. I would think so, for a time at least, because in 
effect under their residence provision, absences from New Zealand during periods 
in the public service are counted as though they were periods of residence in 
New Zealand and therefore their eligibility for benefit would be the same as if 
_they had remained in New Zealand. , 
__ Q. We have had a number of cases where a person will say that he aca 
_ be much better off if he went back to his people in England. I do not know 
Bow extensive that is—perhaps it is very extensive?—A. I think that apart 
from these reciprocal arrangements I have mentioned there is no means test 
_ program that continues the payment of benefits outside the country. In the 
United States, movement outside the particular state itself is frequently permitted, 
but I am quite certain, apart from these reciprocal arrangements, there is no 
4 _ continuation in other countries of means test benefits to persons who move © 
to a foreign country. 
re Q. When you say reciprocal what would it be—money for money? It might 
_ be ten to one?—A. If a person has lived part of his life in Australia and part 
of his life in New Zealand, and has made contributions during his lifetime to 
BP fhoee two schemes, if he reaches retirement age in Australia he gets the Aus- 
pepelian benefit as long as he is in Australia. If he wants to move back to New 
Zealand he gets the New Zealand rate of benefit. That is the way it works. 


The Cuarrman: Are there any further questions on residence requirements? 


4 | 
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~The Witness: Now I come to the section on degree and extent of means 
testing. I did not mean to convey by this heading that we should go through 
all the details of means testing procedure which would obviously be too difficult 
in the case of a summary of this kind. The point I wanted to follow through was 
the extent to which means testing has been eliminated or is to be eliminated in 
the various kinds of programs we have studied. 

As you will see from the summary given here the extent of means testing 
varies considerably as between different countries. No country has completely 
succeeded in eliminating the means test from its entire old age security program. 
It seems to me that the United Kingdom and Sweden have come close to that 
at the present time. Australia, Canada, and Denmark, have of. course 100 per 
cent means test programs. New Zealand, to follow this through very briefly, 
is shown here at the present time to have about a 63-8 per cent means test 
program, in terms of the numbers of persons receiving the two different kinds 
of old age benefits. In New Zealand it should be pointed out, that as the uni- 
versal superannuation rate rises, the percentage of means tested benefits against 
non-means tested benefits will diminish. In the United States the picture is 
given in terms of the two programs—O.A.8.I. and old age assistance. You will 
note there that I used the figure 1,700,000 aged recipients under old age insur- 
ance rather than the figure I gave before of 1,900,000. The reason for’ that 
is I have taken out of the figure representing old age insurance the 200,000 — 
individuals who are means tested for supplementary pensions under the old age ~ 
assistance program. The proportion means tested as against non-means tested — 
is 2,700,000 and 1,700,000 respectively. That indicates that at the present time — 
on the basis of case loads that 61-4 per cent of all cases receiving benefits under ‘ 
the twofold program in the U.S. are subject to means tests. 

That brings out an interesting point. I was a bit surprised to find the means 
test percentage in New Zealand on the basis of this camparison was slightly 
higher than the means test percentage in the United States. I think the answer 
lies in the fact that in the New Zealand percentage you are taking a much larger 
basis. You are taking in effect the entire population over sixty-five, plus a sub- 
stantial number of the population from sixty. to sixty-four, whereas in the 
United States you are only taking those percentages in terms of the group 
recelving one or other of the types of benefit and you are disregarding com- 
pletely from your percentage calculation some seven million people over the age 
of sixty-five who are not receiving either type of benefit. That then distorts 
the percentages to a considerable degree but the percentages given here are the 
percentages of those people who are drawing any kind of benefit at all, who draw 
that benefit subject to a means test. 


Reg a Bs: _" + ay ee 
es ae ~~ a ae ie 


By Mr. Fleming: 


Q. You are including also those who may enjoy only some of the benefits 
allowed within the maximum permitted under the law’?—A. Quite. : 

Q. As that varies from country to country it makes comparison sometimes a 
little misleading?—A. I quite agree with you and I would not like to put too much 7 
weight on these percentages. What I am trying to get at is how many people are — 
there under this old age program who are drawing benefits in respect of old age, — 
regardless of what it is, and how many of those escape means test and get the 
benefit free from means test; and how many on the other hand get the benefit. 
only subject to means test. That j is really all that we are trying to pull together 
here. y 

Q. I just wanted to make the point that in many cases the recipient’s pension 
is reduced by the means test? He may survive the means test in part only?—A. 
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That is right, but this shows the extent to which individuals are required, if you 
_ like, to subject themselves to means tests in order to get any benefit at all. Do 
_we agree on that concept? | | 
_ Under all these schemes there will be some partial and some full benefits, 
some very nominal benefits, and some complete full-rate benefits. 
q In the United Kingdom, you will see they have, from some points of view, 
_ succeeded better than in any of these other countries in getting away from the 
_ means test so far as the aged are concerned; but here again you have to take into 
_ account the fact that the United Kingdom total of benefits paid to individuals 
_ under the two programs does not include the entire population from the age of 
_ sixty or sixty-five or even seventy. Of the total number of individuals drawing — 
_ benefits in respect of the scheme, about. 4,100,000 were on retirement benefit at 
__ the end of 1948 and of those 491,000 had to have supplemental means test benefits 
_ paid, under National Assistance. In addition 461,000 were in receipt of old age 
_ pensions on a means test basis, being ineligible for any kind of benefit under the 
_ retirement scheme. Working those figures out, you find that so far as these two 
- schemes are concerned, about 21 per cent of all cases receiving benefits under 
_ those two sehemes receive them subject to means test. To that one should add 
the fact that there are additional numbers receiving national assistance subject 
_ to means test in these older age brackets. Those would include people not eligible 
_ for ‘their old age pension or retirement benefit but, as the numbers are not 
available, we cannot include them in the comparison. 
_ The Swedish figures are difficult to get at. We know they pay a universal — 
benefit to all at sixty-seven; we know they pay two types of supplementary 
_ benefit—one for wives of pensioners between the ages of sixty and sixty-seven, 
subject to a means test; and more important a housing supplement is paid in four 
of the five rental areas in Sweden, subject to means testing. Unfortunately we 
do not know what numbers of the pensioners receiving pension apply for and _ 
- receive the extra housing supplement. We have no accurate figures to indicate 
_ what percentage of the pensionable group in Sweden are subject to means test 
for this supplemental housing allowance. 


By Mr. Ferre: 
_.  Q. Dr. Davidson, have you any idea why Sweden brought in that age of 


_sixty-seven?—A. I suggested yesterday, Mr. Ferrie, and it was simply a sug- 
gestion, that Sweden like other countries found that it had to compromise some- 
_ where, and rather than compromise on the adequacy of the universal benefit as 
~ New Zealand did, and pay everybody over sixty-five a partial benefit, Sweden, it 
seems to me, chose the other course of saying: we will pay a full benefit to as 
many people as we can afford, but that means that we cannot put it all the way 
- down to sixty-five and we will have to stop at sixty-seven . There are good reasons 
_ for that; they would go on to rationalize as to the desirability of keeping a sub- 
~ stantial number of the people over sixty-five in the active labour market. I think 
‘in that connection it is interesting to recall the percentage Mr. Willard gave the 
other day for the United Kingdom. They are only estimates or expectations, but 
- they expect that even though benefits are available at sixty-five for men and sixty 
:. for women, only 40 per cent of the people will choose to retire at the eligible ages 
and draw benefits. Another 30 per cent will retire between those ages of eligibility 
and the age of seventy, but there will still be 30 per cent of the people eligible to 
draw pensions from sixty to sixty-five who will elect voluntarily to stay in 
employment in the active labour market until the age of seventy or beyond. 
The point of that which I think is significant is that this area between 
sixty and seventy in the case of women and sixty-five and seventy in the case 
of men, is not an area*where you can assume that it is necessary or desirable 
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or even desired by all Seonts themselves to retire from ere work and go on > 


retirement benefits. 

Q. Do they have to go at age sixty-seven in Sweden?—A. There is no 
retirement condition. They get the benefit as’a matter of right even pun 
they go on working until they are a hundred. 


By Hon Mr. Horner: 


Q. Although it is possible as you say, do you not think that it veld be 
difficult for those people to secure employment because the employer would say 
that they drew a pension and therefore did not need the employment?—-A. Senator 
Horner, that undoubtedly is a factor in some cases but I think the evidence 
shows pretty conclusively, both in the United Kingdom and the United States, 
that a substantial number of individuals who are eligible to retire on benefit 
at sixty-five do not want to do so. They want to keep on working and do not 
find it profitable to do otherwise because they have a steady job anyway. 

Q. My point is would they be as well off? Would they not be handicapped 
because a pension was available to them?—-A. I would not go that far. I would 
agree with you that for anyone who falls out of employment around the age 
of sixty-five it is more difficult to get employment, whether there is a pension 
plan available or not; but I am not certain that difficulty is any greater because 
of the pension plan than it is because of the natural reluctance to take a new 
employee at the age of sixty-five. 

Mr. Fiemine: It depends on competitive conditions in the labour market, 
to a great extent? 


The Wirness: Oh, yes. During the war tone I am quite satisfied there were 


large numbers of individuals who came out of retirement and went to work after . 


the age of sixty-five. That situation might be quite the reverse under a less 
favourable economy. 

Mr. Laine: That is a two-edged sword—because we have people working 
in our province where they tell us that they are happy to work for less because 
they are drawing a pension. 


By Mr. Ferrie: 

Q. How do you think our scheme at the present time compares with that 
of Sweden?—A. I doubt whether that is a question I should answer directly, 
Mr. Ferrie. 

Q. The reason I was asking is that a lot of people out in the country say 
that the Swedish system is a far better system than what we have got. I have 
looked it up and gone through it but I cannot say that it is a far better system? 

The CHAIRMAN: Yes, and there were a lot of Canadian people who said 
before this committee began to sit that the best system was the New Zealand 
system. Some of them have changed their minds now. 

Mr. Ferrite: No, no, the C.C.F. ditched that some time ago. 

Mr. MacInnis: I have not so far been convinced that it is not the best 
system. 

The CHAIRMAN: We Sli have to be sure that those people who say that 
the Swedish system is the best in the world know all the systems in the world 
and, especially, the Swedish one. 

Mr. Frrrim: Some of our people have been over to Sweden and they come 
back and say that is the system. I think people in western Canada say that, 
and that is the reason I asked the question. 

The CHAIRMAN: You could answer them by sending those people copies of 
our minutes. 

Mr. Ferri: All right, give me some. 

The CHAIRMAN: Give me a list of your people? 
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4 applies to governmental schemes .as distinct from private pension schemes. 
_ Here, the experience in the countries under review shows that relatively little 


: re is placed. on the principle of funding. The only scheme in which — 
_ there is a real element of actuarial funding and that has established a modified é 


- actuarial reserve, is the United States Old Age and Survivors’ Insurance program. 

_ Even there there have been departures from the original concept of the scheme 

FE in the direction of more and more modification of the full actuarial reserve 
concept. 


Now, so far as other schemes are concerned, the means test programs of 


the countries mentioned in paragraph 2—Canada, Denmark, The United 


| Kingdom, and the United States, are of course all financed out of general — 
revenue on a pay-as-you-go basis. There is a slight difference in the case of 
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The eee The next section is on pay-as-you-go versus funding. This 
E “an interesting point because one hears so much discussion in regard to — 
Pinsirial pension “nie and the desirability if not the downright necessity of 
al pension plans on a funded basis. I am quite sure the > 

question arises in the minds of the members as to whether the same necessity 


fe 


the Australian means test program, the two programs in New Zealand, the | 


~ United Kingdom retirement insurance, and the Swedish national pension plan. 


_ Those all have in them an element of contingency reserve funding in that the - 


direct earmarked contributions plus in some cases subsidies from the general "= 
revenue of the country, are placed in a special fund and any surplus in that — 
g fund is carried over from year to year as a contingency reserve. But that is 


memply an accumulated surplus; it is a contingency reserve maintained on the 
pay-as-you-go basis and it is not in any sense of the word a strict actuarial 
reserve built up for the purpose of providing for the distant future. All of 


_ these contingency reserves are really cushions, as I said ‘before, to make it easier _ 
- for the fund. to carry on without a sudden increase in eovernmental contribution 


. ae a period of decreased economic activity. 


By Mr. Laing: 
Q. Is it safe to say, Dr. Davidson, that there is a close relationship between 
the concept of pay-as-you-go, and payments out of the national exchequer.— 
_ A. May I have the question again? 

——-Q. ~‘There is a close relationship between pay-as-you-go, and a reliance upon 
__ the national exchequer?—A. I think generally that is correct—the one exception 
to that being in the case of Australia. 

Q. In other words the source of the payment ?—A. In Australia the pay- 


the exchequer.. 

_ Q. That is the only case?—A. Yes. 
‘Mr. Brown: Do you mean the approach is sort of pay-as-you-go because 
_ they pay it out of the exchequer? 


j By Mr. Laing: 

| Q. If we emphasize pay-as-you-go, they are going to emphasize payments 
out of the national exchequer or a greater reliance upon the national exchequer. 
Do they not go side by side, or will not that be the tendency in the future?— 
A. It is not necessarily a tendency as Australian experience shows. The 
_ Australian plan derives all its funds from the social services contribution of 


get a head start on Sh eibelees by imposing contributions a couple of years in 
a: maeence paying relatively little by way of benefit in the first two years. 


‘ 


s individuals and the payroll tax, and yet they have a pay-as-you-go plan. They 


_as-you-go concept is inherent in the scheme but there are no payments from _ 


oo 
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Then they started on hen aoe aie of ‘benefits and they have the fist two 
years of reserve essentially as a backlog. Apart from that they have a pay-as- 
you-go basis 'but it does not involve payment from the exchequer. 


By the Chairman: 
Q. Did you not say yesterday that eventually in Australia they will have 
to rely at least in part on the general revenue?—-A. No, sir; I did not say that. 


@. You said it was possible that they would have ‘to do so in future 
years?—A. No. | 


Mr. Brown: Only in the event of a depression. 


Hon. Mrs. Fatuis: I asked what would happen, in the case oF a depression 
if the employers and employee payments could not make up the fund. There 
is no provision as it is stated here to pay anything out of general revenue. 

Mr. Brown: It was the statement of policy. 

The WitNnEss: That is correct. A statement of policy was made by either 
the premier or the Minister of Finance to the effect. that should the contingency 
arrive, the Australian government would meet the deficit from general revenue 
—but that is not contained in the Act. 


The CHarrMAN: I was right—I said eventually. 
The Witnsss: Oh, no. 
The CHarrMAN: In the event of a depression. 


The Witness: Yes that is possible but not the only possible course of action. 
In the meantime the government could, as a matter of policy, if so desired, 
increase the contribution rates in an endeavour to meet such a deficit, or reduce 
benefits. 


Mr. Brown: The chairman means that they would probably have to do so. 


The Cuarrman: Yes, let us say “probably.” It is just a play on words— 
we all mean the same thing. 
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Mr. Suaw: Is it not a fact that all of these schemes are in the final analysis 
underwritten by the government. Rather than make drastic cuts in the pay- — 
ments to individuals, whether the provision is written or just implied, they are — 
underwriting the scheme? 


The Witness: I think that is correct, Mr. Shaw. Except in Australia and — 
O.A.S.I. in the United States you have even now a degree of underwirting from — 
general revenues in most countries. And you have in Australia a policy declara- — 
tion that the government will underwrite the scheme, and in the United States — 
you have at the present time in the Social Security Act a provision which states — 
that the government would be prepared to consider making a contribution out of — 
general revenue at any time that the actuarial reserve reached a point where ~ 
it could not finance the old age and survivors’ plan. 3 


The CHArRMAN: If there 1s nothing more we will meet this afternoon at ~ 
4 o’clock when we will hear representatives from the executive council of the — 
Canadian Chamber of Commerce. We will have Mr. J. H. Brace, the chairman; — 
Mr. J. C. Crean, member of committee on pensions; and Mr. D. L. Morrell, 
general manager. a 


The committee adjourned. 
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APPENDIX “A” 


OLD AGE INCOME SECURITY PROGRAMS 


SWITZERLAND 
: | : RESEARCH DIVISION 
| DEPARTMENT OF NATIONAL HEALTH AND WELFARE 
: OTTAWA MARCH 1950. 
’ | I. Inrropuction 


The Swiss Age and Survivors’ Insurance program was introduced by 
_ federal Act in December 1946, and was endorsed by a four to one majority of 
4 the Swiss people in a popular referendum held in July 1947. The Act came into 
_. force on January 1, 1948. 
4 The program is operated under federal supervision through a national: 
_ system of funds. It is financed by contributions equal to approximately 4 per 
cent of earnings, supplemented by annual grants from the federal and cantonal 
a governments. Contributions are required from virtually all persons in receipt 
; of income. 
bod Normal old age pensions, the amount of which is based on average income © 
and number of contributions made, are payable at age 65, irrespective of outside 
income or whether the pensioner continues to work. A married couple pension, 
- equal to 160 per cent of the pension payable to the husband is paid when the 
_ wife reaches age 60. The program also provides for survivors’ benefits to widows 
and orphans of insured persons. Except in the case of non-gainfully employed 
_ persons, there is no upper limit to amount of contribution which may be paid. 
Benefits are, however, limited, both as to the minimum and maximum amounts 
- which may be paid. | 
. A system of transitional pensions, paid on a means test basis at flat rates 
{ determined by place of residence, is provided in addition, for persons who have | 


not acquired a right to normal pension by having made at least one contribution 
_ to the program. 
“Unlike most European countries, Switzerland does not make provision for 
| invalidity pensions, though, under the Workmen’s Compensation program, 
z benefits are payable in respect of a proportion of wage loss caused by non-work 
, connected, as well as work connected, disability. In addition, there are nation- 
influenced by Swiss economic and social conditions and the Swiss system of 
family allowances. 
Ee mi) The organization of the old age income security program has been largely 
 influcenced by Swiss economic and social conditions and the Swiss system of 
government. Switzerland is a federal state. The central executive power 1s 
exercised by the Federal Council which is composed of seven members and is 
_ responsible to two assemblies, the National Council, an elected body, and the 
States Council, which is composed of two representatives from each canton. The 
cantons enjoy a high degree of political autonomy and are governed through 
their own State Councils and elected parliaments or Great Councils, 
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Approximately 45 per cent of the Swiss population of about 4-5 million 
is employed in industry and about 22 per cent in agriculture, within an area of 
15,950 square miles, about one quarter of which is economically unproductive. 
Except for timber and water power there are no natural resources. As a con- 
sequence, emphasis has always been placed on full utilization of land through 
small farming methods and on skilled precision manufacturing industries, the 
large proportion of which are small undertakings. Because of the relatively 
large number of self-employed and independent workers, it has not been possible 
to confine social security planning to protection for employed persons only, as is 
reflected in the complete coverage to all classes and occupational groups which is 
provided under the Old Age and Survivros’ Insurance program. 

In age distribution, the population is somewhat older than that of Canada; 
approximately 22-7 per cent of the population was under age 15 in 1945 as 
compared to 27-5 per cent in Canada, and about 9-0 per cent of the population 
was age 65 or over in the same year as ‘compared to 7-1 per cent in Canada. It is 
estimated that 42-8 per cent of Swiss males aged 65 or over and females aged 
60 or over were receiving normal old age pensions in 1948. 


II. CovERAGE 


Coverage under the Swiss Old Age and Survivors’ Insurance scheme is — 
compulsory for almost all persons resident in Switzerland, including foreigners, 
and for Swiss citizens residing abroad who are employed by a Swiss national. . 
Other citizens living abroad may if under the age of 30 years insure voluntarily 
under the program; persons over age 30 at the time the Act came into force © 
and were employed abroad were also permitted to insure on a voluntary basis. 
at that time. 4 

The only persons resident in Switzerland for whom coverage is not compul- — 
sory are foreigners possessing diplomatic status or attached to international — 
organizations, and persons covered by a foreign scheme giving equivalent pro- — 
tection, and for whom the compulsory payment of an additional contribution — 
would result in heardship. 


III. ContTrIBuTions 


Contributions to the Old Age and Survivors’ Program are payable by all — 
persons engaged in gainful activity, including those aged 65 or over, and by © 
non-gainfully employed persons aged 20 to 64, except for non-gainfully occupied — 
wives and certain widows of insured persons, employed persons under age 15, © 
apprentices under age 20, and persons under age 20 or 65 or over who are 
employed without pay in a family undertaking. x 

For employed persons, the contribution period extends from age 15 until 
retirement at age 65, or until retirement after that age. Non-employed persons — ‘ 
are required to contribute from age 20 to age 64. a 


1. Contribution Rates 


(a) Employed Persons. Employed persons are required to contribute two — 
per cent of their wage or salary and, in addition, employers contribute two pers 
cent of payroll on behalf of employees, to make a four per cent contribution on— 
all wages and salaries. f 


(b) Self-Employed Persons. Self-employed persons earning more than 3, 600 ss 
francs! a year are required to contribute four per cent of their earnings; those 
earning less than 3,600 frances but at least 600 are required to contribute accord- 
ing to a sraduated scale ranging from four per cent of their earnings to a mini- a 


1At May, 1950, the Swiss france was worth 25-75 Canadian cents. 
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mum of two per cent. Those earning less than 600 francs a year pay an annual 
contribution of 12 francs. Contribution rates for the group earning less than 
3,600 francs annually are shown in Appendix I. 


a (c) Non-Employed Persons. For non-employed persons living on private 
_ Income, contributions depend on the amount of both their estate and their 
income and range from 12 to 600 francs a year. To determine the rate of contri- 
_ bution, the value of the person’s assets is added to a sum equal to 30 times the 
_ annual income from these assets, and the contribution is payable at an arbitrarily 
determined rate based on this total. For those unable to pay, the canton of 
_ Tesidence pays the minimum contribution of one frane per month. 
Contribution rates for non-employed persons are shown in Appendix II. 


a 


IV. BENEFITS 


4 Provision is made in the Act for two separate old age pension programs!1— 
“normal pensions and transitional pensions. The normal pension is the benefit 
paid to those who are qualified under the insurance scheme through the pay- 
ment of at least one annual contribution. It is paid irrespective of other income 
and is calculated on the basis of the average rate of contribution obtained by 
dividing the total of all contributions paid by the number of years over which 
they were paid’. The transitional or interim pension is a means test scheme 
designed to assist persons in need who, by reason of age at the commencement 
of the contributory program, residence abroad, or other cause, have not made 
at least one annual contribution to the program. 


A. Normal Old Age Pensions 


_. The normal pension is paid at the age of 65 to all single insured persons, 
whether male or female, and including widows, widowers and divorced persons. 
For married couples, the normal pension is paid at an increased rate, when the 
husband has completed his 65th year and the wife her 60th. For separated 
couples provision is made for half the pension for a married couple to be paid 
to each spouse. 

The pension is paid irrespective of whether or not a person continues to 
work, and regardless of the amount of outside income. 


x . Amount of Penston 


The normal pension is payable at the full rate when at least 20 annual con- 
tributions? have been made in respect of the person for whom the pension is 
‘payable. When at least one but less than 20 annual contributions have been 
made, a partial pension is paid. However, where average annual contribution 
has been 75 francs or less, the pension is paid at the full rate payable in respect 
of 20 annual contributions, irrespective of the actual number of contributions 
made. 


1In addition to old age pensions, survivors’ pensions are paid to widows and orphans. 
Pensions are paid to widows who have one or more children in their care at the time of the 
husband’s death, or to widows without children, who are aged 40 or over at the time of the 

death of the husband and have been married for at least five years. The amount of pension 
‘paid varies with both the age of the widow at the time of the death of the husband and his 

contribution record. When the widow reaches age 65, she becomes entitled to the old age 

‘pension. Orphans’ pensions are payable until age 18, or until age 20 if in school, apprenticed 

or mentally or physically incapable of earning a living. The amount paid depends on the con- 

tribution record of the parent or parents at time of death. Lok 

_ 2Where a person has made contributions at age 15-20, the amount of the contributions but 
not the number is used in the calculation of pension. Extra credit is, therefore, given for work 

) at an early age. , ; ths 

_ 8Since the full pension is theoretically paid on the basis of contributions made over the 

45-year period from age 20 to 64, it would appear that the contribution period of 20 years 

_ Yequired to qualify for full pension was selected in order that the program would mature during 

| lifetime of the present generation. 
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The partial normal pension is made up of two amounts; a basic perision: ; 
which is the full normal pension payable in respect of an average contribution — 
of 75 frances, plus an additional amount, for each year in which a contribution — 
has been made, equal to one-twentieth of ‘the difference between the basic pension 
and the pension that would have been payable if the average of contributions 
actually paid had been maintained for 20: years. 

Details of the method of calculating pensions for single persons and for 
married couples follow. The amount of full normal pension in relation to 
average contribution is shown for single persons and for married couples by 
selected amounts of income in Appendix III. 


(a) Single Person Pension. ‘The full normal old age pension for single — 
persons consists of two parts: a fixed amount of 300 francs; and a variable — 
portion, the amount of which is based on the amount of average contribution. 

The variable portion is six times the amount of average annual contribution 
up to a maximum average of 150 francs, subject to an average contribution of | 
less than 30 francs being considered 30 francs. If the average annual contri- — 
bution exceeds 150 francs, there is added a sum equal to twice the number of | 
francs by which the average contribution, up to a maximum of 300 francs, . 
exceeds 150 francs. Average contribution in excess of 300 francs does not 
influence the amount of pension. 

Adjustment for the payment of a partial pension is made, when appropriate, — 
as outlined previously. 

The minimum limit. of the normal old age pension for single persons is thus — 
480 francs (300 + 6 * 30) and the maximum limit, 1,500 francs (3800 + 6 

Met o0) 0227150): 


(b) Married Couple Pension. When husband and wife are entitled to oll 
age pension as a couplet the pension becomes 160 per cent of the full or 
partial pension to which the husband would have been entitled if single. If thee 
wife has paid. contributions of her own in respect of gainful activity either before 7 
or after marriage, the amount but not the number of her contributions is added — 
to those of her husband when determining his average contribution for pension — 
purposes. hi 

The minimum and maximum limits for married couple pension are 770 and 
2,400 francs, respectively. 


ui 
wi 
‘eo 


2. Allowance for Years of Lowest Earnings | " 


Es. 


To prevent the pension from being unduly reduced by reason of one or more 
years in which contributions have been low because of illness, accident, unem-_ 
ployment or similar reasons, the Act provides that, subject to contributions — 
having been paid for at least eight years, the number of years in which contribu- _ | 
tions have been lowest, up to a. maximum of five years, need not be taken into. 
account when determining average contribution for pension purposes. If contri-— 
butions have been made for 8 to 15 years, the one lowest year need not be 
counted; if for 16 to 23 years, the two lowest; if from 24 to 31 years, the three 
lowest; if from 32 to 39 years, the four lowest; and if from 40 to 45 years, the 
five lowest. 


B. Transitional Pensions | | 


The transitional pension program is a temporary measure adopted for 
persons who are not able to qualify for a normal pension due to age at the 
commencement of the normal pension scheme or for other reason. The pension 
is paid on a means test basis and only to Swiss citizens residing in Switzerland, i 
As an income maintenance program for the aged, transitional pensions will 
diminish in importance as the normal pension scheme proceeds to maturity.  F 


1'When husband is age 65 and the wife age 60. 
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Principal beneficiaries are persons who had reached their 65th year when 
the Act was proclaimed, survivors of deceased persons who were not qualified 
_ for normal pensions, and persons. who have resided abroad. and have not made 
the minimum contribution for normal pension. 


a. 
3 
Re 


Transitional pensions are flat amounts paid subject to a simple means test. 
For this purpose, localities are classified as urban, semi-urban, and rural, with 
maximum income, including pension, fixed for single persons and for married 
couples living within each type of area. 
4 For residents of urban communities the pension equals half the maximum 
normal pension and lesser amounts are paid in semi-urban and rural localities, 
with the minimum pension payable in rural areas equal to the minimum normal 
_ pension, i.e. 480 francs for single persons and 770 francs for married couples. If 
_ the total of pension and income from other sourees exceeds the maximum income 
specified for the locality of residence, the pension is reduced by the amount of 
the excess. . 
iN Maximum amounts of pension and of allowable income, including pension, 
are shown in Table I for single persons and for married couples, for each type of 
— jocality. 7 
; TABLE I 


‘Maximum Amounts or TRANSITIONAL PENSION AND ALLOWABLE INCOME, INCLUDING PENSION, FOR SINGLE 
| Persons AND Marriep Coupes By Type or Locatity 


Single persons Married couples 
= Type of locality . ae Total iat Total. 
} ; ension income ension income 
x: fr fr. fr fr 
. I Te tsi Fe oh eatin Metra « Gene 750 2,000 1,200 3,200 
REG OOS eats a 600 1,850 960 2,950 
RTS POF OND) eer i On kL 480 1,700 770 2,700 
hy V. ADMINISTRATION 


The Swiss Old Age and Survivors’ Insurance program is a blend of govern- 
ment and private enterprise administered through a national system of semi- 
autonomous funds, which include approved insurance institutions and in the 
administration of which both employers and employees are represented. The 
organization was developed from the wartime scheme established to provide aid 
to the families of servicemen and is similar to that established for the Swiss 
~Workmen’s Compensation scheme. eu 
Under very general supervision from the Swiss Federal Council, which is 
advised on major questions concerning the development and administration of 
the program by a national commission on old age and survivors insurance,! the 
program is administered through equalization funds established at three levels. 
| At the first level, a fund is operated by each business undertaking; at the second, 
' by cantons and by employer associations; at the third and highest level, a central 
fund, the Old Age and Survivors’ Insurance Equalization Fund is operated by 
‘the Federal Office of Social Insurance. There are special separate funds for 
‘persons residing abroad and for federal employees. are 

The Central Equalization Office, a division of the National Bank of 
‘Switzerland, supervises the keeping of accounts by the funds, and ensures that 
‘surpluses are paid into the O.A.S.I. Equalization Fund. It computes the total 


f 


~ 1Composed of representation from insured persons, the cantons, the federal government, 
approved insurance institutions and other organizations interested in the program. 
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amount of contributions raised and pensions paid and is responsible for keeping 
a record of all individual contributions paid to ensure that all contributions are 
taken into account when pension is computed. 


Contributions are collected and pensions are paid by each fund, with balances 
being forwarded to, or deficits made up from, the fund at the next higher level. 
In addition to administration of the old age and survivors’ insurance scheme, 
the funds may be given duties concerning other programs, such as assistance to 
soldiers and family welfare. : 


The general organizational structure of the scheme is as shown in the 
accompanying chart. 


From the financial point of view, the equalization funds are intermediaries, 
holding no assets in their own right. However, they occupy a vital position in 
the administration of the scheme since it is they who, subject to general govern- 
ment direction and control, make administrative decisions necessary for the 
execution of the act in regard to persons or groups affiliated with them. 


1. Employer Equalization Funds 


Each employer collects contributions from he employees, and adds to this 
as an employer, two per cent of his payroll, as well as his own contribution as 
a self employed person. In addition, he is charged with paying benefits to those 
employed by him for at least two years, and to their survivors. Each employer 
is affiliated to an occupation equalization fund! with which he periodically 
balances the moneys of his fund by forwarding a Nadie or drawing to cover 
a deficit. : 


2. Occupational and Cantonal Equalization Funds a 


(a) Occupational Equalization Funds. Occupational associations covering 
one or more occupations on a national or regional basis may apply for author- 
ization to set up an occupational equalization fund. The Act requires that 
occupational funds provide sureties of an amount equal to one twelfth of their 
total annual contributions, subject to a minimum of 100,000 francs and a 
maximum of 250,000 francs, and specifies certain conditions regarding their 
internal organization. A fund must be composed of at least 2,000 employers or 
self-employed persons or have revenue of 400,000 francs annually from contri- 
butions, and must be approved ‘by the Swiss Federal Council. ‘i 


4 
{ 
i 


Employees are automatically affiliated to an occupational equalization fund 
by the affiliation of the employer. The Act provides that an association of 
salaried employees and workers has the right to equal participation with | 
employers in the administration of the fund if the association in question 
represents at least one half, or, under certain conditions, one-third of the 
employees concerned. | 


Each occupational fund is administered by a committee composed of | 
representatives of the member associations and, where appropriate, of associations — 
of employees and workers. This administration committee appoints the manager | 
of the fund. Supervision of both the funds and employers affiliated to them is 
organized on a decentralized basis with no government auditing machinery 
being set up and actual verification being delegated to private companies. a | 


Occupational equalization funds receive any surplus and cover any deficit 
of the employer undertakings affiliated with them, and, in turn, must pay over 
any surplus to the federal old age and survivors’ insurance equalization full 
which covers any occupational fund deficit. 


1The largest businesses may establish their own occupational funds. 
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ORGANIZATION OF SWISS OLD AGE AND SURVIVORS’ 
PENSION ADMINISTRATION 
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(b) Cantonal Equalization Funds. Each canton is required to set up an 
equalization fund for persons within the canton not covered by occupational 
funds. Employers and self-employed persons who are not members of an 
occupational association which has set up its own equalization fund and persons 
not gainfully employed are affiliated to the cantonal funds. 

The cantons are to a great extent free to organize their funds according 
to their own discretion, and have the right to supplement benefits paid under 
the premium if they so desire. 


3. Federal Old Age Survivors’ Insurance Equalization Fund 


The federal fund receives the surpluses of all other equalization funds at 
the lower levels and covers any deficits incurred by them. The fund is supervised 
financially by the Central Equalization Office which also keeps a register of 
individual contributions to ensure that when an insured person becomes entitled 
to a pension all his contributions are taken into a account. 


4. Status of Private Insurance Organizations Under the Scheme 


The position of private insurance institutions within the scheme was one 
of the most difficult which had to be faced when the program was put into 
operation as, prior to the Act, more than 400,000 persons were insured in respect 
of old age under different private schemes. 

Under the Act, certain non-profit type organizations with contributions 
and benefits at least as favourable as those under the national scheme, may be 
specially licensed as approved institutions, to administer the scheme in respect 
of their beneficiaries. Non-approved institutions, those unable to meet the 
required conditions, may provide only insurance additional to that available 
under the national scheme but have the right, within the first 10 years of the 
operation of the Act, to adapt their system so as to be eligible to participate in 
the national scheme. 


VI. FINANCING 


To supplement the four per cent contribution on earnings, which was not 
designed to cover all costs of the program, annual subsidies are paid by the 
federal and cantonal governments to the Old Age and Survivors’ Insurance 
Fund. In addition, about 400 million frances were transferred at the commente- 
ment of the program from the one billion france reserve accumulated under the 


soldier wartime assistance program. Another source of revenue is interest on 


the reserves of the Fund. 

The Act provides that the combined federal-cantonal assistance be 1601 
million frances a year from 1948 to 1967, 280 million francs from 1968 to 1977, 
and 350 million franes for 1977 and subsequent years. It is also specified that, 
during the first 20 years following the coming into forte of the Act, the federal 
government should be responsible for paying two-thirds, and the cantons one- 
third, of the grant?, Administrative costs are shared by federal and cantonal 
governments and the funds. 


The federal share of the annual subsidy is raised through a special tax on _ 


liquor and tobacco. Responsibility for the cantonal third of the subsidy is 
divided between the different cantons on the basis of the amount of average 
benefit paid in the canton, the number of beneficiaries in the canton, and the 


canton’s financial position. To assist the poorer cantons during the first — 


1 Reported as having later been amended to 190 million francs. 
2 According to Article 34 of the Federal Constitution, which gives the federal government 


authority to institute a system of old age and survivors’ insurance, the combined financial con- — 


tribution of the federal government and the cantons is not to exceed one-half of the total sum 
necessary for insurance; under the financial plan adopted in the Act grants from the federal 
goverment and the cantons will be slightly less than the one-half prescribed. 


— 
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20 years of the program, provision is made for one-half the interest on 400 million 
_ franes which was transferred to the old age and survivors’ scheme from surpluses - 


~ accumulated by the Workmen’s Compensation program to be used to reduce 
_ the amount of contribution required from them. The other half of this interest is 


ve. 


applied to the federal contribution. 
During the operation of the program a reserve accumulates i in the Old Age 


‘and Survivors’ Insurance Fund: While the reserve varies in accordance to 


economic conditions, through their effect on the amount of total contributions, 
it is estimated that it will amount to between 4,000 and 5,000 million francs 
when the program has been in operation for 20 years. 

On the basis of the number of persons expected to become eligible for 
pension in future years, as shown in Appendix IV, it has been estimated that 
the cost of old age and survivors’ pensions together will rise from between 
130 and 140 million francs in 1948 to about 630 million francs in 1968 when the 
program will have been in foree for the 20 years required for full normal 


_ pension to be available. A further rise to 870 million franes is expected by 1978 


and to 900 million francs by 1988, with costs stabilized at that level thereafter. 
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APPENDIX I 


CoNTRIBUTION RatEs ror Low INcoME SELF-EMPLOYED PERSONS 


Annual. income Annual 
contribution 
At least Below 
i fa. Me 
600 12 
600 900 18 
900 1,200 24 
P 1, 200 1,500 36 
“ 1,500 1,800 48 
1,800 2,100 60 
2,100 2,400 1G: 
+ 2,400 2,700 84 
2,700 3,100 102 
3, 100 3,600 120 


Source: The Swiss Old Age and Survivors’ Insurance Scheme, Dr. Arnold Saxer, International Labour 


_ Review, Vol. LVI, No. 5-6, November-December, 1947, p. 547. 
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APPENDIX II 


CoNTRIBUTION RaTES FOR Non-EMPLOYED Persons LIVING ON Private INCOME 


ee ae ee ae 


e é 


Amount of private resources plus 30 times 


income from these resources 


At least 


fr. 


50,000 
75,000 
100, 000 
130, 000 
160, 000 
190, 000 
230, 000 
270, 000 
310,000 
350, 000 
390, 000 
430, 000 
470,000 
510, 000 
550, 000 
590, 000 
640, 000 
690, 000 
750,000 


Below 


>. et 


Annual 
contribution 


420 ( 
480 
540 
600 % 


Source: Assurance-Vieillesse et Survivants Facultative des Ressortissanis Suisse Domiciliés a l’Etranger, 
Office of Social Insurance, Berne, p. 15. ur 


Amount or Futn NormMat Otp AGE PENSION (20 YEARS’ CONTRIBUTION) IN RELATION TO AVERAGE 
CONTRIBUTION, BY SELECTED INCOME RaTES 


APPENDIX III 


Determinant factors 


Average 
annual 
income 


fr. 


Up to 750 
1,050 
1,200 
1,500 
1,800 
2,100 
2,400 
3,000 
3,300 
4,000 
4,500 
5,000 
5,500 
6,000 
6,500 
7,000 


7,500 and 


Source: Voluntary Old Age, Widows’ and Orphans’ Insurance 


Insurance, Berne. 


over 


Average 


annual 


contribution 


_Annual normal old age pension 


Single 
persons 


i 
ei 


Se ee 7. 
ty 
a 


Married 
couples 
fr. 
770 ae 
883 A 
941 te. 
1,056 at 
LTE ry 
1,286 a 
1,402 * 
1,632 Yd 
1,747 
1,952 4 
2,016 * 
2,080 a 
2, 144 “a ' 
2,208 
Qe Die = 
2,336 Di 
2,400 4 


, Federal Office of Social — 
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APPENDIX IV 


EstrMaTeD FuTURE NuMBER or Persons WuHo Witt BEIN RecerPt or OLD AGE AND SURVIVORS PENSIONS, 
. BY SELECTED YEARS 


Estimated number of persons receiving pension 


Year Old age : 

: Rasa ft he Widows Orphans 
2 OE Wine te ha dota Mest ae aig, = aint’ SIG cichs «4 Penis y o0'4 132,815 90,018 43,824 38, 127 
f DE a fee ere ey eee ce wicks wk Ske ys 177,018 133, 200 50, 664 56, 100 
Ns Sete be ee er ts Sa hes ie dd De bn's os 221, 747 175,842 64,472 82,216 
2 Rots Sk Angee 9 Sint ie nat oa area seats 276,442 - 214,790 76,739 87,914 

NER ER LENE Sha he coe Sd Su wlp vc ha ak aE oe 339, 210 248, 870 87,774 87,738 
> Mg DtR eta Bie tee Ae on ah Raids, 6b kde vice bs 427,450 294,798 94,329 86,432 


: Source: The Swiss Old Age and Survivors’ Insurance Scheme, by Dr. Arnold Saxer, Inter- 
t national poe Review, Vol. LVI, No. 5-6, November-December, 1947, p. 563. 


SOURCES 
Loi fédérale sur Vassurance vieillesse et survivants, 20 décembre, 1946. 


Source: Voluntary Old Age, Widows’ and Orphans’ Insurance, Federal Office 
of Social Insurance, Berne. 


9 domiciliés a Vétranger, Federal Office of Social Insurance, Berne. 

3 Dr. Arnold Saxer, The Swiss Old-Age and Survivors’ Insurance Scheme, 
__ International Labour Review, Vols. 55-66, 1947, pp. 543-565. 

_.” Max Bloch, The New Swiss Program of Old-Age and Survivors’ Insurance, 
Social Security Bulletin, November, 1947, Vol. 10, No. 11, pp. 16-19. 

. Wilbur J. Cohen, Coverage of the Self-Employed under Old-Age and Sur- 


_ _vivors’ Insurance: Foreign Experience, Social: Security Bulletin, August 1949, 
q Vol. 12 No. 8, pp. 11-15. 


Social Security Legislation Throughout the World, Bureau Report No. 16, 
US. Federal Security Agency. 


Switzerland, Robert de Traz, Osec Publications, Lausanne, 1949. 
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APPENDIX “B”_ 


OLD AGE INCOME SECURITY PROGRAMS 


FRANCE 


RESEARCH DIVISION 
DEPARTMENT OF NATIONAL HEALTH AND WELFARE | 
OTTAWA MARCH 1950 


I. INTRODUCTION 


Old age income maintenance measures in France form part of a compre- 
hensive system of social security which is administered, under government 
direction, through a nationally organized system of automonous funds or 
offices. The system is entirely supported by contributions, which amount to 
about 30 per cent of all earnings, and is organized in three main parts, Social 
Insurance, Family Benefits and Industrial Injuries. 

Old age pensions and assistance allowances constitute one Social Insurance 
program. Other separate Social Insurance program provide protection against 
the risks of sickness, maternity, disablement, invalidity and death. Family 
Benefits include a number of programs designed to encourage and assist the 
raising of children. Under the Industrial Injuries section, benefits are provided 
in respect of work connected injury or Nlness. There is no system of -unem- 
ployment assistance. ; 

The necessity of maintaining the birth rate at a high level for security 
reasons and, at the same time, of providing for a large aged population, have 
been important factors influencing the development of social security in France. 


Although the traditionally low French birth rate has been appreciably raised — 


during and since the war years, the number of young people in the population 
is still lower than in most countries and the proportion of persons over age 60 
is 158 per thousand, (1) the highest in the world. In 1946 only 21 per cent of 


the population was under age 15, as compared to 27-5 in Canada; 11-7 per cent | 


was aged 60 or over, as compared to 6:7 per cent in Canada. 

The special emphasis which has been placed. on assistance in the raising 
of children and on the provision of care for the aged is, to a certain extent, made 
possible by the stable nature of the French economy with its relative freedom 
from danger of widespread unemployment, as compared to that of industrial 
countries such as Great Britain, or countries largely dependent upon world trade 


conditions, such as Australia, New Zealand, the United States and Canada.! The 


relatively self-sufficient economy of France, which includes a large number of 
small independent businesses and small farms and is approximately half urban 
and half rural,? has acted as an effective cushion against large scale fluctua- 
tions in the employment market and the consequent necessity for large scale 
unemployment relief. 


1 Pilliet, G., Inventaire Economique da la France, Sfelt, Paris, 1948, p.48. 
2 The population is 53-2 per cent urban, 46-8 per cent rural. Demographic Year Book, 1948, 
United Nations, Lake Success, New York, 1949. 


> 
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As in most European countries, a network of friendly societies and other. 
organizations had for many years offered protection against specific risks to 
different groups of the population. In addition, state-organized and controlled 


_ programs had been developed in France to cover certain occupations such as 


agriculture. In 1945, the attempt was begun to reorganize and incorporate these 
different schemes into a complete and uniform system of social security designed 


_ to cover the whole population. While complete coverage for the whole popula- 


tion has not yet been achieved, except in the case of Family Benefits, substantial 
progress has been made in extending the old age security program. But, 
although the great majority of workers are now covered, uniformity of treatment 
has not yet been achieved between different occupational groups and classes of 
persons, and a number of different schemes are operated concurrently, all pro- 
viding for a more or less similar schedule of contributions and benefits, though 
there are a number of variations between schemes. 

The general old age pension scheme for employed persons, which is operated 
under the legislation of 1945, covers all persons employed in industry and com- 
merce, including those employed in domestic service. Other separate schemes 
cover persons employed in agriculture and forestry, the railways, mining, the 
mercantile marine and government. Provision was also made in the 1945° 


- legislation for self-employed persons to be covered under the general scheme, 


but not until the index of industrial production in the country as a whole reached 
110, with 1938 production being taken as equal to 100. However, this proposal: 
was dropped for a variety of reasons and a number of separate schemes for the 


_ self-employed, organized on an occupational basis and similar to the general 


scheme for employed persons, were established in 1948. 

Under all schemes, old age pensions are payable at age 60 to employed 
persons who fill the contribution requirements, and at age 65 to the self-employed, 
with the pension being increased under the general scheme for employed workers 
and those for the self-employed, for each year up to age 70 for which claim to it 


is deferred. Pensions are paid irrespective of other income. In addition to 


depending on age when pension is claimed, the amount of pension is based on 
average earnings during the last ten years of employment and the number of 
years for which contributions have been paid. 

To provide for persons who have not made the minimum number of con- 


_ tributions to qualify for pension, or who are not eligible for other reasons, there 


are supplementary schemes of assistance allowances, paid on a means test basis: 


and at a flat rate which varies according to place of residence. 


< 


Both pensions and assistance allowances are increased by special supple- 
ments in respect of dependent spouse and the number of children who have 
been raised, and provision is made for widows of pensioners or of persons in 
receipt of assistance allowances to be paid half the pension or allowance that 


was paid or payable to the deceased spouse. In addition, old age pensioners not 


gainfully employed are entitled to full benefits under the health insurance 


_ program without payment of contribution. 


cs 
i 


- 


Provision is made for persons leaving covered employment and for members 


of employers’ families not covered under the compulsory scheme to be insured on 


a voluntary basis should they so desire. 

Social Insurance is financed through a 16 per cent contribution on the 
amount of all wages and salaries under a fixed limit, which at present is 264,000 
francs! per year. The employer pays ten per cent of payroll? and the employee 


1 The French franc is worth about -032 cents in Canadian funds as at May, 1950. ; 
2 As well as 10 per cent of payroll for Social Insurance, the employer pays the whole contri- 


- bution of 16 per cent of payroll for Family Benefits and about 3-5 per cent for Industrial 


Injuries. However, because of the upper limit on the amount of taxable income, employer con- 
tributions amount to about 25 per cent of wages and salaries, the employee contribution about 
5 per cent. The employee contributes only in respect of Social Insurance, not for Family 
Benefits or Industrial Insurance. 
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six per cent of wage or salary, which provides protection for sickness, maternity, 
disablement, invalidity and death, as well as old age. Contributions for the 
self-employed may vary as between different occupational groups and are subject 
to adjustment from year to year, but are generally similar from group to group. 

Within metropolitan France and the overseas territories having the status 
of French Departments, no distinction in social security matters is made 
between French workers and resident foreigners. When a foreigner leaves French 
territory he retains entitlement to old age and, in certain cases, to disability 
pension, but relinquishes rights to other benefits. 


II. CovERAGE 


Of France’s 40-5 million persons some 20:26 million, or 49-2 per cent, 
are members of the labour force, and for almost all of these 20-26 million 
persons Social Insurance is compulsory under either the general scheme for 
employed workers in industry and commerce, including domestic service; one of 
the special schemes for employed persons in other occupational groups; or one 
of the schemes for the self-employed. Dependent spouses of insured persons are 
also covered. Formerly employed persons who have not qualified for pension, 
or whose number of contributions does not provide the minimum pension payable, 
are eligible for means test ‘assistance allowances. Persons eligible for neither 
pension nor assistance allowance may also receive assistance, but at reduced rates. 

The general scheme, under which all workers in commerce, industry or 
domestic service, are required to be insured, covered about 8,300,000 persons 
in 1948, who, with their families, comprised a total of 16 to 17 million persons, 
or about 40 per cent of the population. 

The majority of other employed persons, some three million, are covered 
under the special schemes for agricultural and forestry, mining, the mercantile 
marine, railway and government workers. Self-employed persons engaged in 
industry and commerce, the professions, agriculture and handicrafts are covered 
under separate self-governing schemes. According to the 1936 census, about 
eight and one-half millon, or 21 per cent of the economically active population, 
were self-employed persons. 

Persons leaving covered employment and members of the family of an 
employer who are not over 40 years of age may insure under the program on a 
voluntary basis if they so desire. Insurance may ‘be obtained for all Social 
Insurance programs, or for old age or other programs only. 


III. ContTrIBurTIONS 
The old age, like other Social Insurance programs, is entirely financed by 
contributions, with no monetary assistance being given by the government. 


1. General and Special Schemes for Employed Persons? 3 
All risks covered by Social Insurance—sickness, maternity, disablement and 
death, as well as old age—are covered by a single contribution of 16 per cent of 


basic salary,? ten per cent of which is paid by the employer and six per cent* 


by the employee. 


1 Social Security in France, Secrétariat Général du Gouvernement, p. 17. 

2Contribution rates under the special schemes for agricultural and other occupational 
groups not covered under the general scheme vary slightly from those of the general scheme. 

3’ Maximum earnings on which contributions are payable are determined by multiplying 
by_six thousand the statutory minimum_hourly wage of an unskilled labourer in the metal 


industry in the Department of the Seine. The ceiling is adjusted each quarter. As of September 


1949 the maximum amount was 264,000 francs. 
4Reduced to two per cent if employed after age 65. 
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2. The Self-Employed 


Persons in the four classes of the self-employed! pay contributions at a 

_ tate calculated to cover cost of pensions paid by the fund to which they belong 

_ during the current year as well as any deficit carried forward from the preceding 
year. Persons unable to pay contributions may be exempted from liability for 
payment without sacrifice of right to benefit. 


3. Voluntary Scheme 


Voluntarily insured persons are divided into four contribution classes accord- 
ing to income, with the rate of contribution for each being fixed by the Ministers 
of Labour and Social Security, National Economy and Finance. The contri- 
bution class of persons formerly liable to compulsory insurance is determined 

_ by the remuneration received in their former occupation. The contribution class 

of members of an employer’s family is determined by the remuneration received 
by a gainfully employed worker in the same occupational category as the 
employer. 

. Voluntary contributions are collected through the same administrative 

machinery as those for the compulsory insurance program. 


IV. Oxtp Ace PrEnsIons 
1. Employed Persons 


(a) Basic Pension. Under the general scheme for employed persons, old 
age pensions are payable at age 60. Pensions are payable at the full rate only 
when 30 annual contributions have been made. When less than 30 but at least 

15? contributions have been made, a proportionate pension is paid at a rate 
- equal to the full pension reduced by one-thirtieth for each year in which a con- 
tribution has not been made. When less than 15 but at least five annual con- 
_ tributions have been made, 'a special pension is paid, equal to ten per cent of the 
total of all old age pension contributions made during the period July 1, 1930 to 
December 31, 1935, plus ten per cent of one-half of all social insurance con- 
tributions made since the latter date. 
| The minimum pension is equal to the amount of the assistance allowance 
to formerly employed persons? described in Chapter V following, which is 
- adjusted from time to time by decree. When a person has made less than five 
- contributions, or if pension entitlement is less than this minimum, he is paid a 
lump sum equal to the amount of total contributions which have been paid by 
him, as distinct from the employer share. 
. When pension commences ‘at age 60, it is paid at a rate equal to 20 per cent 
of the average wage received in the ten years of covered employment preceding 
age 60.4 For each year, up to age 70, that claim to payment of pension is 
deferred, the pension is increased by four per cent of average wage so that, 
for example, it becomes 40 per cent of average wage if not claimed until age 65, 
and 60 per cent if not claimed until age 70. When claim to pension is deferred 
past 60, the amount of pension may be based on average earnings in the ten 
years preceding age 60 or the date of retirement, whichever is the more advan- 
tageous. Persons who have been insured for at least 30 years and who for at 
least 20 years have been engaged in an occupation designated as particularly 
arduous and liable to lead to premature ageing, or who are deemed to be 


r 


1See p. 6. 
2 Ten, if pension commenced prior to January 1, 1947; 11 if after December 31, 1946, but 
prior to January 1, 1949; 12 if after December 31, 1948, but prior to January 1, 1951; 14, 
if after December 31, 1952, but prior to January 1, 1955. 
8In September 1949, the allowance was 36,000 francs in rural areas, 39,000 francs in urban 
areas. The allowance is payable on a means test basis, however, while entitlement to pension 
1s not affect other income. ; 
re Provision By eae for the average wage on which pension is based to be re-adjusted to 
counteract the effect of inflation. 
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unemployable, may be awarded a pension equal to forty per cent of the basic. 
annual wage at any age from 60 to 65. 

The surviving dependent spouse of a pensioner or insured person is entitled 
at age 65, or age 60 in the case of incapacity, to a pension equal to approximately 
half that paid or payable to the deceased spouse. If the wife or widow of a — 
wage earner has raised five children to the age of 16, she is entitled to the full 
allowance of 39,000 francs paid to a person in a town of over 5,000 inhabitants, 
as described in Chapter V following. 

In the special schemes for occupational groups not covered by the general | 
scheme there are certain variations from the benefit rates and conditions of 
payment given above. For example, under the scheme for agricultural workers _ 
the pension is 20 times the average annual contribution and is payable in full ~ 
at age 60. , 7% 

(b) Family Supplement. The pension is increased by one-tenth in the case 
of a person who has raised at least three children for at least nine years preceding — 
the 16th birthday of each child. When a husband and wife are both in receipt 
of pension the supplement is paid only in respect to the greater of the two 
pensions. : 


(c) Supplement for Dependent Spouse. The pension is raised by fifty per — 
cent if the dependent spouse of the pensioner is not in receipt of any other y 
Social Insurance allowance. When the dependent spouse attains age 65, or 60 
in the case of unemployability, the allowance is raised to a sum equal to half — 
the rate of assistance allowance paid to a person in a town of over 5,000 i 
inhabitants, as described in Chapter V following. 7 
2. Self-Employed Persons di 

(a) Basic Pension. Pensions to self-employed persons are payable at the 
age of 65 years, or at 60 years in unemployable. Pensions deferred past the age — 
of 65 are proportionately increased, as under the general scheme for employed — 
workers, in accordance with a scale laid down by Ministerial order. In certain — 
occupations payment of the pension may be made dependent, at the request of : 
trade or professional organizations concerned, upon the claimant having ceased — 
to be engaged in that type of occupation. In the same way at the request of Ri 
the organizations concerned, the pension may ‘be made subject to a means. test, 
or may be extended to provide for supplementary benefits. a 

The amount of the pension is set, and may be changed on the recommenda- ~ 
tion of the self-governing organization administering pensions for the occupa- ‘ 
tional group concerned, subject to the minimum pension paid being not less than — 
one-half the minimum assistance allowance payable to formerly employed acca 
persons, as described in Chapter V following. 


(6b) Family Supplement. ‘The pension is increased by one-tenth in the case a 
of a person who has raised at least three children for at least nine years preceding _ 
the 16th birthday of each child. When the husband and wife are both in receipt — 
of pension this supplement is paid only in respect of the greater of the two } 
pensions. 


(c) Allowance for Dependent Spouse. The spouse of a pensioner, if not 
gainfully employed, receives an allowance equal to one-half of that paid Ore 
payable to the injured person, subject to the same minimum as the corresponding 


supplement for the spouse of an employed person. i 
2 


3. Voluntary Contributors 


Voluntary contributors are entitled to pensions at the same rates and under e 
the same conditions as compulsorily insured persons. Any contributions paid im 
respect of compulsory insurance are added to voluntary contributions when — 
determining the amount of pension. . a 
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V. ASSISTANCE ALLOWANCES 


pe) | 
2. Two types of assistance allowances are paid on a means test basis to persons 
_ aged 65 or over, or 60 or over if unemployable. The first, the allowance for 
formerly employed persons, is intended for the assistance of persons who have 
not been able to build up sufficient contributions to qualify for the minimum 
_ pension payable and is a temporary measure which will be replaced by the pension 
_ scheme as the latter matures. The amount of allowance, which is the same as 
the minimum old age pension payable, is fixed by decree from time to time, and 
varies in accordance with price levels. The second type of allowance, paid at 
_ lower rates, is intended for residual groups not entitled to other assistance. 
Both allowances are supplemented by assistance for dependent spouse and in | 
respect of the number of children raised. 


1. Allowance for Formerly Employed Persons 


(a) Basic Allowance. Payment of the basic allowance is dependent upon 
_ the person having been employed for at least five years,! after the age of 50 
as a wage or salary earner, or alternately through having been employed for at 
least 25 years, if this was the most recent occupational activity prior to claim 
_ for the allowance. To qualify, a person must not be in possession of total income, 
including allowance, in any year, of more than 100,000 francs if single, or 130,000 
francs if married. The allowance is reduced by any amount of income which 
— exceeds these limits. 

When the net assets of a deceased beneficiary’s estate are in excess of a fixed 
sum, one million francs in 1948, all sums paid on account of an employed person’s 
allowance are recovered from the estate, after deducting any contributions paid 
in respect of old age insurance. 

: The amount of the basic allowance varies in accordance with place of 
residence. In September, 1949,-it was paid at the rate of 39,000 francs per 
annum for beneficiaries who reside on the date of application, and have been 
- employed for at least two of the five years giving entitlement, in a community 
~ with over 5,000 population. An additional allowance of 3,000 frances is paid to a 
beneficiary- who, having worked for two years in the Paris or Paris region, 
resides there on his 65th birthday, or, in the case of unfitness, on the date of 
application. The allowance for persons living in other areas is 36,000 francs. 
If both husband and wife are entitled to the allowance in respect of former 
employment, the allowance of the wife is decreased by one-half, unless she has 
lived separately from and has not been supported by her husband for at least 
five years. Bp | 
If the dependent widow of a beneficiary is not in receipt of benefit under 
any Social Insurance program, she is paid an allowance equal to one-half the 
basic allowance which the husband was paid at time of death, plus the allow- 
ance, where applicable, for dependent children as described in (6), and a special 
supplement of 1,500 francs per year, with the minimum allowance payable being 
set at 19,500 frances annually. The allowance is paid from the date the widow 
_ attains 65 years and is subject to the marriage having been contracted prior to 
the deceased reaching the age of 60 years and to its having lasted for at least 
' two years. A wife or widow of a wage earner who has raised five children to the 
age of 16 is entitled at age 65, or 60 if disabled, to an allowance equivalent to the 
_ basic allowance for the formerly employed, i-e., 42,000, 39,000 or 36,000 frances 


— 
¢ 


road 


1 him ¥ ¥ 


ie 


4 1 Increased by one year, to a maximum of 15 years in 1956, for each year after 1946 in which 
| the allowance is first claimed. Since 1945, only years in which social insurance contribu- 
| tion has been made can be counted. If wage for any period is below a specified minimum, the 
“period of employment in which it is paid cannot be counted. 
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annually depending on place of residence. The allowance is payable on a means 
test basis with total permissible income, ee allowance, being limited to | 
100,000 francs. 


(6) Family Supplement. The allowance is inepemeed by one tenth in the case ~ 
-of a person who has supported three or more dependent children for at least — 
nine years before the 16th birthday of each child. Thus supplement is paid to } 
the father only, if both husband and wife are eligible. | 


(c) Supplement for Dependent Spouse. A means test supplement of 5,000 — 
francs is paid for a dependent spouse, under the age of 65 years, or 60 if 
disabled, and is raised to 19,500 frances when the dependent spouse qualifies by > 
age. The supplement. is paid only if total income is: less than half the basic 
pension. ; 

E 
2. Allowances for Aged Needy Persons Not Entitled to Other Pension ors ‘ 
Allowance. 


Aged needy resident citizens not otherwise entitled to pension or allowance — 
ie) be paid an assistance allowance at considerably reduced rates, which are 
set from time to time by decree. . 


VI. ADMINISTRATION 


The French social security program is administered under the direction of i 
the Minister of Labour and Social Security, through a system of self-governing — 
autonomous funds or offices operating at the regional and local levels and co-— 


body composed of representatives of government, workers, employers, and the | 
funds. Government administration is confined to the drawing up of policy 
and regulations, and of inspection, co-ordinating and similar duties. Actual © 
administration is the responsibility of the funds, with emphasis in administra- _ 
tive arrangements being placed on decentralization to the lowest possible level. * 
The relationship between the governmental organization and the funds is as 
shown on the accompanying chart. f 


1. Governmental Organization 


Under the Minister of Labour and Social Security, the Director General of 
Social Security is responsible for the general direction, supervision and contro. 
of all social security programs. A number of committees ‘and councils composed of 
representatives of the regional and local funds, employers and employees, — 
friendly societies and other interested groups advise the Minister on social | 
security questions. 1 


The Director General is represented in each of the 16 regions of metropolitan — 
France, and in two overseas regions, by a Regional Director who possesses no~ 
statutory authority but who exercises within his region approximately the same — 
authority as does the: Director General for the whole of France. His duties 
- include maintenance of supervision over all funds operating in each region, © 


»¢ 


maintenance of liaison between the funds and the central government and 


bes! 


inspection of the registration of employees and collection of contributions by 4 
employers. vu 


1 In so far as old age security and other Social Insurance programs are concerned, the 
most important is the Central Social Security Council which is presided over by the Minister, — 
and whose 69 members include representatives of the funds, government departments and 
professional organizations. } 


Tee 
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2. Organization of Fund System 


The funds are organized in two parallel systems as shown in the chart, one 
responsible for the administration of Social Insurance and Industrial Injuries, 
the other, known as Family Allowances Funds, being responsible for the — 
administration of the different Family Benefits and the implementation of 
national family welfare policy. . 

With the exception of the National Social Security Fund, all funds have the 
legal status of private institutions and are subject to the same laws as the friendly 
societies. K 

The programs for the self-employed and for the special groups, such as — 
agricultural workers, are administered through their own funds, separately from x 
those for the general scheme for employed persons. The most significant difference — 
is in the case of the funds for the self-employed which must take up any deficits — 
incurred, whereas under the general scheme deficits are covered through the 
National Social Security Fund. 

The responsibilities and organization of each of the three types ot funds 
are, briefly, as described below. ; 


(a) Primary Funds. The 124 Primary Social Security Funds operating at 
the local level carry the main administrative burden of the program. They are E 
responsible for the collection of contributions and for the paying of certain ‘ 
benefits, not, however, including old age pensions and allowances which are paid — 
through the Regional Old Age Pension Funds. A proportion of contributions — 
collected is retained by the primary fund to cover its expenditures ; the remainder ~ 
is forwarded, to the national and regional funds as described in Chapter VII. * 

Each primary fund is administered by an elected board. Three-quarters of — 


its membership represent employees and one-quarter represent employers. _ ¢ 
Mutual organizations serving at least 100 members may act, under certain © 
circumstances, as agents for their groups. 


(6b) Regional Funds. At the regional level two types of funds administer 
Social Insurance and Industrial Injuries. The Regional Social Security Fund — 
is charged with the responsibility for administering disability and certain aspects 
of Industrial Injuries benefits, such as the fixing of rates for different firms, and 
for the co-ordination of health and accident prevention programs. The Regional — 
Old Age Pensions Fund administers old age pensions and allowances for all 
beneficiaries within the region. FS 

The regional funds are administered by boards of 15 members; nine elected a 
by the representatives of workers in the primary funds, of whom two represent — 
old age pension and allowance recipients; three by employers in the primary — 
funds; one by fund personnel; and two persons designated by the Minister. BE 

Separate and similar autonomous funds handle pensions for each of the 
different groups of the self-employed and for the different schemes for employed — E 
persons. 


(c) The National Social Security Fund. The National Social Security Fund 
equalizes risks undertaken by the Regional Social Security, Old Age Pensions, 
and Family Allowance Funds and guarantees the solvency of the Funds. It 1s_ ; 
responsible for the co-ordination, at the national level, of the public health and — 
social welfare activities of the funds as well as for the promotion of preventive 
action against industrial injury and disease. It is financed by a proportion of 
contributions collected through the primary funds. q 

The Social Security Fund is a_ state body, financially sutonomol 
operating under the direction of the Ministers of Labour and Social Security, 
National Economy and Finance. It is administered by a 36 member Council ‘| 
which includes representatives from different government departments, and 
elected representatives of the Funds and other organizations connected with tl 
social security program. 


¥ 
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. (d) National Federation of Social Security Organization. As the Social 
Security and Family Allowances Funds have the status of private organizations 
and are managed by elected boards, they may form federations or unions as they 
desire. Under this authority, the Primary Social Security Funds and the Regional 
Social Security and Old Age Pension Funds have formed a national body, the 
National Federation of Social Security Organizations, to represent them in 
dealings with the government and with national organizations, The Federation 
is also interested in the study of questions of general interest to the funds and 
the dissemination of information to them. The National Union of Family 
Allowances Funds acts in a similar capacity for the family allowance funds. 


VII... Financing 


Both the old age pensions and allowances and the costs of their administration 


are entirely financed through contributions. 
Contributions in respect of Social Insurance are collected through the primary 
social security funds, which forward a fixed amount of each contribution collected 
to the Regional Social Security and National Social Security Funds, but not 
to the Regional Old Age Pension Funds which are reimbursed by the National 

Fund for all pensions and allowances paid. 


Of each 100 frances of contributions received, the National Social Security 
Fund receives 56, out of which the reimbursement to the Regional Old Age 
Pension Funds is made. The Primary Fund retains 39-55 frances, for the 
payment of medical and disability and other benefits for which it is responsible, 
and the Regional Social Security Funds receive 4°55 francs, largely to cover 
administrative expense. 
- Contributions for the three sections of the social security system are payable 
according to the following schedule: 


4 4% Per Cent of Wage or Salary! 
Section of Social Security System 
Employer Employee? Total 


UVES gt Sing gE a a a 10 6 16 


(includes old age pensions and allowances, and sickness, 
_ -maternity, disablement and death benefits) 


Family SSN OP Re Sete 25 a a eae hd Fi teek 16 iy Bosh tee ee 16 
(includes family, prenatal, maternity, housing and 
- “single wage’’ allowances) 


Industrial Injuries......... Bee RE SOUL tens bins Bertie ao aU Vineet any ate 3°5 
_ (includes compensation for industrial injury and disease) 
% oO SOUS a ents De a a ene! ee es 29-5 6 35-51 


-_ 18ubject to upper limit to salary fixed by decree and at present 264,000 francs, being subject to contribu- 
tion. This limitation reduces the over-all cost to employers to about 25 per cent of payroll and to employees 
to about 5 per cent of wages. 
Contributions are deducted by employer. 

Varies slightly between firms, according to degree of risk, with rates being set by Regional Social 
Security Funds. 


It is not possible to state the exact proportion of each Social Insurance 
contribution which is allocated to the payment of old age pensions as the amount 
varies from month to month. Pensions for all schemes are paid out of the 
contribution and deficits are equalized between schemes. Four per cent of the 
employer Social Insurance contributions is designed to meet the cost of old age 
allowances but is not accounted for separately. 


: 
- Ai le ae ? : i 
¥ ‘ i ‘ —— Ee ag. 


~ 
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~The amount oe Social. Tasueuee contributions’ eeu cata under ant of the 
different old age schemes 1 in | 1947 and 1948 was: . 


Contributions paid 
(millions of franes) 


Scheme ee ROSS Sie ee 

1947 1948 
General Scheme:ior Em ployed:Pérsons)... ) dy hae vue eta. op gles eth : ae 107, 027 166, 933 
Special /Sehemes.for Employed) Persons: ish. ae neue pened ia: ane Gee SE bra x 1,162 5,899 
SeMe Mice LOR TOOL ENTE DLO VO cute nak & Soke ate OOM inte eerie Bas Reena 4,244 5,144 
(1 toy ct: Ries ene ees ena week. DORN ios Che TEL Rie Tae eR Ii a a Rts oe, » 1125433 177, 976 


Source: Adapted from information contained in Le Régime Général de la Sécurité Secicle, Présidence du @ 
Conseil, Secrétariat du Conseil, 22 septembre, 1949, p.48. } 


Costs of benefits paid in respect of employed persons during the same — 
period were: "9 


Amount of benefit 


Type of benefit or other expenditure (millions of francs) 


19471 19482 
OCTET kee SR HE SAUDER PALE ADS ye ML ait) lie. ee MB Y tale 35, 550 62,790 
ECT MMOS Ly ult Vela finish oC LaNs lars ciara gee ate. Clee taletn yoke ute Rael ORG NT hee wce hate 4,996 7, (83. 
REV ALCTEY 8 rae © MONE Ts a eae RR ee et ses A NTU, ik ete as ke 2,490 3,473 
DOA Is ass an AUHLIN'. Di al Sorin we lal hon aoe iy aiuele OMAR ege un Tua Petr ata PERM ct aa 749 1,090. 7m 
Ree Wt LIN IE a Sala Wd gl a PUSS PAL DELON Hee AMON Beat A 82,642 td 
YNCo ha SHUT VTCEa HET BLO) SIMD Om ERE UND Ore YM IMEM cog aur it Te alte arte see na) = 5 SANE Me tian ee ot 5, 529 - 11,410 
Gene ait  HLISCOMANECOUB . . i.) \in'n sew cdi keh cicttnt se Rte nt BALA a Bt oth ee Rte. 11,436 . 11,625 : 
POUR io REE ate Re ay eT GCE ROS ec Sa ape te poeiier al aonee as ates bat 93,392 145,617 


1An additional 7,764 million frances paid in respect of the self-employed. 
2An additional 9,988 million frances paid in respect of the self-employed. / 


Source: Adapted from information contained in Le Régime Général de la Sécurité Sociale, Présidence du ? 
Conseil, Secrétariat du Conseil, 22 septembre, 1949, p.48. “ 
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APPENDIX “C? | | oo 


COMPARISONS OF PERSONAL INCOME TAX AND SOCIAL 
SECURITY LEVIES 


CANADA—AUSTRALIA—NEW ZEALAND 


Organization of Material 


The attached textual material is divided into three sections and gives basic 
information with respect to the personal income tax and social security levies of — 
Canada, Australia and New Zealand. Three Tables follow. Table I shows the — 
total levies at various income levels in each of the three countries for single 
persons without dependents. Table II shows the same information for a married 
person without dependents, and Table III for a married person with two children 
under sixteen years of age. 


Nore: While official exchange rates have been used to convert Australian 
and New Zealand pounds to Canadian dollars for use in the attached tables, it — 
should be pointed out that dollar incomes so calculated do not necessarily reflect ‘q 
the same purchasing power in the respective countries. ) 


Prepared by the Department of Finance, Ottawa, May 3, 1950. 


CANADA 
Personal Income Tax—1950 


Exemptions and deductions 


PSM aA? Name BOel UUIGE <2 hs, < YS w atta ok le ORIG ees ea PCa vot eat aed eat Ny ae aoe $1,000 
Mee eP TONER UAU IIS ciel aly. us phawtur etl iA cua we ape MRA ete mca a es a Rata an oR reas tone Sagoo 2,000 
Child eligible for family allowance payment........ Patent et xto's aioe ane 150 
COLE LOT CUNOLOTL Lt he cccebs bla oe tele ACN panna By Ae & ceieame Meee ae nyt iL Suite Meet eee aes 400 
Additional deduction : for. taxpayer sover Gbecd iia) oe ee tee ae 500 


Rate Schedule 


$ 150 on $ 1,000 plus 17% on next $ 1,000 
320 on 2,000 plus 19% on next 2,000 
700 on 4,000 plus 22% on next 2,000 
1,140 on 6,000 plus 26% on next 2,000 
1,660 on 8,000 plus 30% on next 2,000 
2,260 on 10,000 plus 35% on next 2,000 
2,960 on 12,000 plus 40% on next 3,000 
4,160 on 15,000 plus 45% on next 10,000 
8,660 on 25,000 plus 50% on next 15,000 
16,160 on 40,000 plus 55% on next 20,000 
27,160 on 60,000 plus 60% on next 30,000 
45,160 on 90,000 plus 65% on next 35,000 
67.910 on 125,000 plus 70% on next 100,000 
137.910 on 225,000 plus 75% on next 175,000 
269,160 on 400,000 plus 80% on the excess over $400,000. 


Investment Income : | 
An additional tax of 4% is levied on all investment income in excess of 


$2,400 (or in excess of exemptions and deductions if this is greater). 


Dividend Credit 


A taxpayer may credit against his tax an amount equal to 10% of his net 4 
dividend income from taxpaying Canadian corporations. 
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Federal Social Security Taxes 

5 Canada does not have a separate social security levy. Social services such 
as family allowances and the federal government’s portion of old age and blind 

pensions are provided out of general revenue. Unemployment insurance benefits 

are financed by contributions from employees, employers and the Federal 

_ Government paid into the Unemployment Insurance Fund. 


:: 


AUSTRALIA 


Personal Income Tax and Social erriees Contribution 
July 1, 1949, to June 30, 1950. 


Personal Income Taz 


\ 


1. Categories of Personal Income 


Personal incomes in Australia are divided into two categories for tax 
purposes :— 
(a) income derived from personal exertion. 
(6) income derived from property (rents, dividends, interest) which is 
taxed at a higher rate on amounts in excess of £250. 
“a In this memorandum the rates of tax and the taxes shown refer only to 
— mcome from personal exertion. 


2. Tax Schedule 


The first £500 of taxable income, i.e., total income less expenses incurred 
in earning the income plus certain sundry deductions, is not subject to personal 
income tax. The tax schedule applicable to the year July 1, 1949, to June 30, 
1950, is as follows:— 
‘ 500- 1,000—Nil on first 500; on excess over 500 tax at rate of pence in 
5. the £ of 18 plus .024 (income minus £500) 
1,001- 2,000—62/10/0 on 1,000 plus tax on excess over 1,000 at rate of 
pence in the £ of 42 plus .02 (income minus £1,000) | 
2,001- 5,000—320/17/0 on 2,000 plus tax on excess over 2,000 at rate of 
pence in the £ of 82 plus .01 (income minus £2,000) 


5,001-10,000—1,720/17/0 on 5,000 plus tax on excess over 5,000 at rate 
of pence in the £ of 142 plus .002 (income minus £5,000) 

Over 10,000 —4,887/10/0 on 10,000 plus tax on excess over 10,000 at rate 
of pence in the £ of 162. 


i 3. Rebates 


Instead of the exemptions and deductions for dependents found in the 
- Canadian law, the Australian law grants rebates of the tax payable in respect 
of a wife, dependents, medical expenditures, life insurance, etc. These rebates 
are not fixed in amount; they vary in accordance with a formula calculated as 


_ follows:— 

2 (a) assume all income is from personal exertion, 

Ss (b) calculate a “rebate rate” as follows: 

t rebate rate equals tax payable (in pence) plus 18 pence 


¢ . taxable income (in pounds) 


- 


seas. 7 | JOINT COMMITTEE, 
(c) AUD this rebate rate to the amounts shown below: . 
Amount on Maximum 


which rebate Rebate 
is allowed Allowed 
£ 


£ 
Spouse, Housekéepery “WPATENINS Saas et owl kdige> ane 150 45 
Ist child under 16, each invalid child, each student 
child under 19, invalid brother or sister...... 100 45 
Other ebildrern “under sol Gi va chess welt vas ole ty ae teas 50 15 
Amounts paid for medical expenses, funeral ex- 
penses, life insurance,- gifts, GUC PN e, ae cts toae As set out in the 


Assessment Act. 


In addition, taxpayers who are entitled to a rebate in respect of a dependent 
set out above, may also include: 


An amount of £50 —if taxable income is not more 
; than £250 
An amount equal to £50 less £1 for 
each £2 by which the taxable 
income exceeds £250 —if payable income is between 
£250 and £350 


Note: Since no one is taxed whose income from personal exertion is less than 
£500, these additional amounts may not be claimed for rebate for personal 
income tax purposes, but they are relevant to calculation of the social 
services contribution which begins to be payable at a lower income level, 
as will appear below. 


4. Minimum Incomes Subject to Personal Income Tax 


The effect of the foregoing rate schedule and rebates is that the following 
taxable incomes may be received from personal exertion before becoming liable ~ 
for personal income tax. 

(£A = $2.46 Can.) 


£ $ 
POPC CAR AVON «oi taie aMakies Arie aisiartinns lard yu tara ane 500 1,230 
Taxpayer with dependent wife ............e.ee5 660 1,624 
Taxpayer with wife and’ one) child’. 20.6. 8.208. 771 1,897 
Taxpayer with wife and two children ......... 827 2,034 
Taxpayer with wife and three children ........ 883 DAD 
Taxpayer with wife and four children ......... 939 2,310 
Taxpayer with wife and five children .......... 995 2,448 


Social Services Contribution 

1. General 

The social services contribution applies to what is known as the contri- — 
butable income, which is the same as the taxable income derived from personal | 
exertion. a 

In order to calculate the amount of the social services contribution, it 1s — 
necessary to determine two rates: ss 
‘(a) the basic rate, 
(b) the concessional rate. 


ay oe Basic Rate 


A 
to any Sa eitee in respect of dependents, life insurance, EN ey expenses, cy , 
or who is not a primary producer whose income may be averaged, 5 


~ 
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The rate is expressed in pence per £ as follows: 
3 plus 3 (income minus £100) 

| 80 
with a maximum of 18 pence. 


é 


In other words, the rate rises gradually from 14 per cent for the smallest 
- incomes subject to the contribution to a maximum of 74 per cent. 


3. The Concessional Rate 


This applies to a contributor who is entitled to a rebate of income tax for 
dependents, etc. This rate is lower than the basic rate, depending upon the 
amounts claimed for rebate purposes in computing income tax, again with a 
maximum of 18 pence. 

The formula is complex and, would take considerable space to set forth and 
elaborate. Its net effect is to produce a graduated rate similar to the basic rate 
~ except that it calls for a lower percentage contribution at the lower income levels 
and reaches the maximum of 74 per cent at a higher income level. 


4. Minimum Incomes Subject to Contribution and Points at which Contribution 
reaches Maximum of 74 per cent 


(£A == $2.46 Can.) 


Contribution 
Contribution reaches 18 pence 
Commences in pound 
: . . p £ 
: te CPG L, i cheis soi pieksccas Sabo ee es 105 258 500 1,230 
x Person with dependent wife ......:. 201 494 650 1,599 
. Person with wife and one child .... 284 699 750 1,845 
Person with wife and two children .. 318 782 800. 1,968 
¥) Person with wife and three children. 351 863 850 2,091 
Person with wife and four children .. 401 986 900 2,214 
f Person with wife and five children... 451 1,109 950 2,337 
New ZEALAND 
A ews 
, Personal Income Tax and Social Security Contribution 
= / (April 1, 1949 to March 31, 1950) 
..~ Personal Income Tax 


1 Categories of Personal Income 


i In New Zealand personal incomes are divided into: 
(a) earned income, 
eg (6b) unearned income. 


2. Exemptions and Deductions 
) (£NZ = $3.08 Can.) 


? £NZ $Can. 
f rT es Seat ales sa erakiow vin ubitabne gs doa as 200 616 
BNE TRIER UH og ro hog os oa HD e sip emo es +n Cina ans pete wipiers «46 300 924 
e Children elegible for F.A. payments .......+eeseeeseeeeeeees 50 154 
Pia pe PRM E TN OS ios ciawe «diet oie hte Oe wld ee Sag Eee sin eee 50 154 

Peete SATUTAIOL PREMIVINS oad ck cia bones wie Cece nln ec tens sie e lesser of £150 ($462) 


or 15% of income 
The extra exemption of £100 ($308) for married status is reduced by £2 


£ ($6.16) for every pound of income received by the spouse during the year in 
meecess of £50 ($154). 7 
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The tax reduction resulting from the exemption for supporting ¢ a spouse or 
a dependent relative is limited to £26 ($80.08). | 


3. Tax Rebate 


A rebate is allowed from the tax payable equal to £10 ($30. me or the emnontee 
of the tax, whichever is the lesser. 


4. Minimum Incomes Subject to Tax 
The combined effect of the foregoing exemptions and the tax rebate is that 
a taxpayer is not liable for any income tax until his income exceeds: 
(£NZ = $3.08 Can.) 


_ENZ $Can. 
LEMAR UME IS CARY CHS oily dicts sires lara neon’ enpl's eM’ saays nue Wie tade sue me sue eater 269 830 
300." 1,138 


NPR WAX DA VOT Wa u’dc.0: Ae tetuciole: poste Mut lohduelatale stetancare seh teksten (ate 


5. Rate Schedule 


(a) Earned Income 
Basic Rates 


on income ‘up to £100 a rate of 12:5% 


seas bys on £ 100 plus 13-75% on excess 
26-25 200 15: 
41-25 300 16-25 
575 400 17:5 
10 500 18°75 
93°75 600 20 
hIS? 75 700 21-25 
135 800 22-5 
157°5 900 23°10 
181-25 1000 25 
206-25 1100 26-25 
4 232-5 1200 27°5 
260 1300: 28:75 
288-75 1400 30 
318-75 1500 31-25 
350 1600 32-5 
382°5 1700 33°75 
416-25 1800 35 
451-25 1900 36-25 
487°5 2000 7 oO 
525 2100 38:75 
563:75 2200 40 
603-75 2300 41-25 
645 2400 42-5 
687-5 2500 43-75 
731-25 2600 45 
776-25 2700 46-25 
882°5 2800 47°5 
870 2900 48°75 
918-75 3000 50 
968-75 3100 51-25 
1020 3200 52-5 
1072°5 3300 53°75 
1126-25 3400 55 
1181-25 3500 56-25 
1237°5 3600 urso 
1295- 3700 58:75 
1353-75 3800 By. 180s 


Additional Tax 


Tax as computed by basic rates is increased by 15 per cent. 


(6b) Unearned Income 
The tax on unearned income is the tax as computed by the basic rates and ~ 
the additional tax of 15 per cent increased by a further 334 per cent. 4 
This super tax does not apply on unearned income in cases where a person’s 
total taxable income (i.e. after deducting exemptions and deductions) does not 
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d exceed £200. Where the taxable income exceeds £200 but does not exceed £400 
z the maximum amount of unearned income exempt from the 334 per cent super 
_ tax is £200 reduced by £1 for every pound by which the taxable income exceeds 
_ £200 so as to leave no exemption from the 334 per cent super tax in cases where 
the total taxable income exceeds £400. 


(ce) Maximum tax rate 
The rate of tax for any one pound of income is limited to 15s. 6d. in the 
pound (77:5 per cent). 


Social Security Contribytion 


Levied on total income* without exemption at a rate of 74 per cent. 


TABLE I — SINGLE, NO DEPENDENTS 


CoMPARATIVE Rates or INCOME Tax IN CANADA, AUSTRALIA AND New ZEALAND 
wiTtH SociaL Security Levies INDICATED FOR THE LAST TWO COUNTRIES 


(All income assumed to be earned) 


(£ A = $2.46 Can. £N.Z. = $3.08 Can.) 


| Canada Australia New Zealand 
: Income aes Social Social 
Dame pee Ree be eens Sourty re 
: ; contribution a contribution oe 
$ ES a See hE ls POST Se TE ee aes ene oe ett Snel Tames Ae 4 8 8 
= UME, Sots MRA Ey | Sena oe a 5 Gs Gidrg sd ke 3 eee 23 23 
st 3 We NS RT ae. Wie aie eee 14 vB ye es ae ee 38 38 
AE (ale, AT Sea | Re a 29 at! a ia NOMEN + 53 53 
SOO re SAAR art A ba ee 49 49 10 68 78 
1 OOO eae Meee en ne ke oe 60 60 25 75 100 
: 1,200 ey eee. Soe 88 88 57 90 147 
1,300 45 5 97 102 74 98 172 
1,500 Gas 20 ae 136 108 113 221 
1,800 120 56 135 191 164 135 299 
‘ 2,000 150 82 150 232 203 150 353 
4 2,250 193 119 169 288 200 169 424 
2,500 235 161 188 349 310 188 498 
23100 278 207 206 413 367 206 573 
— 3,000 320 258 220 483 498 220 653 
. 3,500 415 372 263 635 558 263 821 
; 4,000 510 504 300 804 699 300 999 
5,000 700 817 375 1,192 1,017 375 1,392 
7,500 1,270 1,784 563 2,347 2,016 563 BY fe) 
N 10,000 1,960 2,962 750 3; 712 3.306 750 4,056 
20, 000 5,960 8,990 1,500 10,490 10,063 1, 500 11,563 
‘ 30,000 10, 660 15, 668 2,250 17,918 16, 963 2,250 19,213 
4 50, 000 Zhe O 29, 168 3,750 32,918 30, 763 3, 750 — 84,513 
< 75, 000 35, 560 46, 043 5,625 51, 668 48,013 D020 53, 638 
* 100, 000 51,010 62,918 7,500 70,418 65, 263 7,500 72,763 
, 200, 000 119,710 130,418 15,000 145,418 134, 263 15, 000 149, 263 
im” Prepared by the Department of Finance—May 3, 1950. 


; * Except income received as social security benefits, pensions in respect of war services and 
workers compensation. 


* 
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TABLE II-MARRIED, NO DEPENDENTS 
(All income assumed to be earned) 
(£A = $2.46Can. £N.X. = $3.08 Can.) ahi 
Canada Australia New Zealand 
Income Social Social 
bape | Taha ease pet ek RRO et ee 
Pe oy contribution 5 contribution * 
$ EOI ta ca eo NEN, fae a an tn ee A 59 Aa a OL 8 8 
COON Ea Neg, 8 cols Re hare ea ele eae! Haig EU OTR oie NER Re ne Rh are RS 38 38 
FOLD as PA eae AON IRS any 2 te 9 La Lule: Mente eee OLAS. ao ao 
OOO Kei 8e dee Nae Be ent ae) aan ai. FU ae anaes Aah ali, wD 75 
TPAD UE Pe ape aN cea WRC Ri BAL Hee Lt 60 60 9 90 99 
veer @ CNR) a caigh Dee ane UB ANS Ae ee 103 103 56 113 169 
LPS OO aie che cnc oh had iy ESS 152 107 135 242 
DEOOO tonlh Ae une ae keg 39 150 189 144 150 294 
2250 34 72 169 241 192 169 361 
2,500 75 109 188 297 243 188 431 
2,750 113 iy 206 358 297 206 503 
3,000 150 199 225 424 354 22 579 
3,500 235 305 263 568 478 263 741 
4,000 320 499 300 729 619 300 919 
5.000 510 729 375 1.104 937 375 IMeR iy 
7,500 1,030 1,673 563 2.236 1,936 563 2,499 
10, 000 1,660 2,851 750 3,601 3,226 750 3,976 
20,000 5,510 8,879 1,500 10,379 9,983 1,500 11,483 
30, 000 10,160 15, 558 2,250 17,808 16,883 2,250 19,133 
50, 000 20, 560 29,058 3,750 32,808 30, 683 3,750 34,433 
75, 000 34, 960 45,933 SUVA, al stooges 47,933 5,625 53, 558 
100, 000 50,360 62,808 7,500 70,308 65,183 7,500 72,683 
200, 000 119,010 130, 308 15,000 145, 308 134, 183 15, 000 149, 183 
Prepared by the Department of Finance—May 3, 1950. 
TABLE III—MARRIED, TWO CHILDREN UNDER 16 YEARS OF AGE 
(All income assumed to be earned) 
(£A = $2.46Can. £N.Z. = $3.08 Can.) 
Canada Australia New Zealand 
Income Social Social 
Engome) Tacos) even (|. Totti) THOU berets ale ee 
contribution contribution 
$ 1 Ja ewes Mead siaOn UN Ese eis ge Xe LAS OMRM We DET Oy oh am net Ray, | MGR ee Gl F ES) 8 8 
BONES oa son Mc aa gb SD eR Tae a Rad Oi ge ce OR ETC 38 38 
TR RP ANY er rome Oe als | Oe 14 Es Se anne PP 75 75 
174 1 Wc tn RRR Ur Bek anh Ha 31 SUN ee ee, ak 90 90 
TPR OOO PAR ep tre dace dai ates ete tae 68 68 8 113 121 
DOU HC ae el ce ee NNR aie oo UR ON Pe A 116 55 135 190 
SOOO Heyy fe ine ae UN Wee andy ert ca 150 150 88 150 238 
DeOOU Wi tey aces ab aa 24 169 193 133 169 302 
2,500 30 58 188 246 180 188 368 
2,750 68 96 206 302 230 206 436 
3,000 105 139 229) 364 284 225 509 
3,500 184 239 263 502 399 263 662 
4,000 269 355 300 655 530 300 830 
5,000 453 641 io 1,016 834 375 1,209 
7,500 964 1,559 563 2e122 1,797 563 2,360 
10,000 1,582 ee BAS 750 Se Vie 3,051 750 3,801 
20,000 5,375 8,732 1,500 10, 232 9,771 1,500 11,271 
30,000 10,010 15,410 PAPA 17,660 16, 671 2 200) 18,921 
50, 000 20,395 28,910 34 (50 32,660 30,471 Bini 5i0) 34, 221 
75,000 34,780 45,785 5, 625 51,410 LOA | OeO20 53,346 
100, 000 50, 165 62.660 7,500 70, 160 64.971 7,500 72,471 @& 
200, 000 118,800 130, 160 15,000 145,160 133.971 15,000 148,971 
Prepared by the Department of Finance—May 3, 1950. ’ fl } 
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674,500 (1951) 
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242, 820,000 
312, 948, 000 
345, 156, 000 


351, 756, 000 
402, 948, 000 
481, 428, 000 


396, 504, 000 
494, 100, 000 
586, 800, 000 


487, 476, 000 
600, 372, 000 
719, 280, 000 


587, 484, 000 
709, 092, 000 
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323, 760, 000 


417, 264,000 
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649, 968, 000 
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671, 580, 000 
802,380, 000 


660, 840, 000 
823, 500, 000 
978, 000, 000 


812, 460, 00 


485, 640, 000 


625, 896, 000} 1 


800, 496, 000} 1,000, 620, 000) 
959, 040, 000 
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APPENDIX ‘“E”’ 
SUPPLEMENTARY MpMoRANDUM re 
Canapa’s OLtp AGE PENSION PROGRAM j 
“a 
1. Chart “A” (p. 28 of Evidence)—No additional information required. _ 
2. Chart “B” (p. 29 of Evidence) (Old Age Pensions Case Loads and q 
Costs)—The following to be added— , 
1949-502-—Number. of ; Per siomere, hee airs: Cte eee ade coke 282,584 - 
Hederal iP Av Mepis one tri custadhos.ciecanes cua cka et aie coes $89 652,203.32 
PPOVINCTA Lo Layee doce databs tho cc ouks tankers wa tee $29,884,067 .77 


3. Chart “C” (p. 29. of Evidence) (Percentage of Pensioners to Popula- q 
tion 70 and Over)—The following to be added— 


LOSO SON CME O UTICA The fe) SE a a Aan scale RN ale tar Gbaue ie eRbe go een acct 76°3 / 
Prine Ha wards il SI pn sss arse ok Ne sors Me, Soke a AS RMLs Gi eG 45-1 
Nova; Scotia, os. sa Le TORI Sa Riemer ey | cea Oe NrTHRIC RH a Ry MENA hs 07 2 57°4 
News | BRUNEWIGK: Wh Sl eae ate Grae LL GLY Watney SpmeHG eoab ae eat vi ass 
COTE ES she toes A ai aes BE ead esa oh Oe feted SURO ese tT gE cant te 49-3 
COMLAE TO. gi Aeitate ate eee be a beni ake eanence ee a ie ee ee 34-1 
VE ARLEUO IE thre Santa? Mr We tgs Di tak age Bate tsa teas Rina ts Caer atk See, Bere, Sete 43-4 
Si ASK ATCO Wate iol inte a loecmeaeveehe aRsane Bl ene heredd ARE RD GrigtAL aM alle RMEoalG le Medline 42-0 
PAT DOE GAT Mins Aa siyahs Ges Bao airtenlacd igual ate eecomeee Sie Ae a AER 2, ee MIEN cop 9 43-5 
British Colma ae slat Gy yid AOR oc ele Ae SORTS SUC Malia Seats 40-0 
Northwest: Territoniese se’ ob Bits fe hie an eel aes a vomeee a ahe ulations miata eaatane 12-6 
PY TESOL a TERM eh a TBO Ra as coat © Loeen et Sata hg Rs SN TG t's fay, My aa 32:9 
(Cri adc: eat UN alr ae Rr yy aR el 2 Big A ha le de a eae Me ORPAWAD Os ae ek crete!” 43-1 


4. Chart “D” (p. 31 of Evidence)—Values Placed upon Free Board and — 
Shelter—The following changes to be made providing up-to-date information — 
from Alberta and Prince Edward Island (April 1950)— : 


Alberta— 
Sigle——Kree™ Shelter rurale ¥ <ipia ck eek eeeteatee cael TMG oie seeks Tae ait $ 48 
Ga al evs ab emer eA EL eR Hh Gee eeecMaAy zeit Wae Ora ed ao ys tee 60 
DMs shea woe: ka NANA ce Ne GRMN RECN cae) Nein began ROU a We Ie A ibs ce Fox FRSA RTE 120 
Bree: Board apy sneer wn sct cre oe ee cei cy Ee ae ne 180 
Married Couple— 
Pree ip helters lyr wa led, vated alas eet cy eats ee chars oaks 60 
CUP aT to eae rec ae ae Fo) ae See iy nan 96 
Rreey Boar in Gis Lee aes eae Oe eee Ce Duar ae ee ey ees, Mie 240 
ree. iBoard and | Sivelter igen oh Palen Mims aq diag sks Mn Ronn 360 
Prince Edward Island-— . 
Single—Free Shelter ............... BTML te Bk aild leapencs gto ned oak reas ee Re ae ole we $ 60 
Pree “Board it'.:al co we ke Ao Wate oe sade oie ae ee apni CE atone he tet 200 
Eréd: Board: and SSHeIbere Wits ta tic Cee a 200 
Married Couple— 
HENTPCOLs THe HET ober aes dee uh Roh ead AUG. gota ital SOLO Rp Nyiigs Pa a ea ase 120 
Rree Aboard Oe eae, 2 PTR Be er ah ts ee Me ae de aaa Pee ee ed 400 
nee Board Ganda wsne lberk.c.. oakland hake ee ek eric eee 400 


5. Chart “E” (p. 33 of Evidence)—To be added—Average Monthly % 
Pension Paid— 
March 31, 1950, Maximum Pension $40.00 


RUD GT VT ee aidan oh sels tet ee cence rene Sine tae aead yes Aatlet ac te hance eee $37 .90 
aareien GG) tin bray». tahite aecha Ube sroscsse ft oot Beha See ce SRN one $37).1:7 
DVTARIT ROO 0-3. Ohad 8 one Mane neta oad ORE ALAN a(S tonnage a Seek Ate $38.44 
NEAL DrUNneItiCk. Ny.) levers eta a ta aas Son ae tee Ra ee deh $36.22 
Monta DOO at. lt pee tie eas Circ te) Merah aeee ch em $35.41 
ECVE Ao mt Rhy epee yn eee Cine Sea Sao ERR RRR SERIES SoBe ad Si ags A $38 .06 
Princes tMedward Leland 41s oho.) a caste ao ace cls @ Heber ene eee $34.36 
CYR GOR O24 = ate uh de Pear ac EP ee nan Ee ae oe Pe ema, Ee eee ne $37.73 
Pasiat chewanesc1. .% uk sebhlar. ok at Maeda hd Ue ee Se a eee res $37.30 
ING rin Westen LEPTLUONied ltt Mul Cee iL abe 4 ibd ett ais cis $39.71 
IRON RLGTELEOL Vin. «an senda cet Ge Sacks carta hol etheiase Cee Meer Pa a ae to $38 .65 
See URC TREL oe. Le Suk a oe See Mek Litto es mene ne Paap eee, $29.47 ($30 Maximum) — 
Catia ay Mei WES & keect dais ein ney eee ee aA cae akc a ten ay ea 
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6. Percentage of Old Age Pensioners Receiving Maximum Pension Payable 
(by Provinces, March 1950). 


4 
4 : Total Receiving 
Province pensioners maximum Per cent 
_ Alberta Rae ae a PENA 2 BURRS AS Salis a Gs 2 4s Ble os shh 16, 445 12,810 77-9 
EE SES Sa re a ee sa ee ae See 28, 988 20, 275 69-9 
Manitoba... BESS Be the eS RC oe ae 16, 868 13, 680 81-1 
_New Brunswiek......... tse GENET OP ae AS a or Re 2 FR 16, 231 9,469 58-3 
Newfoundland ($30 maximum)..........................0.. 10, 296 9,718 94-4 
SOO UMN rinterde airy Naan Fie egies 6 Ke Pow eka ts be eee ade 19, 966 9, 286 46-5 
Ontario BT Bay eee be ee oh aa EMEOOESE Sted S 50093 eS Roatan: a Dk grt che > 85, 100 66, 118 77-7 
AE EG BS kU) ae a Se eg 2,976 1,056 35-5 
eG Re Re BS eG ey 2 a ee a ae 69,017 56, 922 82-5 
‘Saskatchewan.............. % 9A) ae ALG Wate te ohh Dales Seen De 16, 566 8, 839 53-4 
EL UE TICS oy) re 6 sie Pah Toa e veo ete RIS ee kek ok 23 21 91-3 
rE CETMIORN et Aa ead Sk oe oS oe Woks wet a ek 108 96 88-9 
a 282, 584 208, 290 73°7 
7. Chart “F” (see p. 35 of Evidence)—Recoveries from Estates—To be 
. — Alberta pombe a “ Manitoba 
SE EES yA lec GR gh tL 41,924.63 | 116,005.19 41, 265.15 
at. amma eaatess apo rak ene Se 31,443.47 86, 526.04 30.835. 52 
New Nova : 
f Brunswick Scotia Ontario 
_ . TR ae IRS OT RGA Rae ee a ae 2,951.45 9,490.33 | 280,886.74 
Ba IRGIAINGA PM BNAEO a; tgs otis Ya eek es oe ee ee Oe 2,213.59 7,117.75 210,494.98 - 
7 
- Prince 
out Edward Quebec Saskatchewan 
ee -, Island 
TRL SE Le tats Gy (ty Ra ae a 348 .74 60, 535.22 57, 394.25 
Dominion’s share............ Bi is AMES out tast ts Les Mages 261.56 45,401.41 43,011.19 


Yearly totals 


Spiraea ee a eee a ees 610,801.70 
x LEN YERIAYT SISO V8 WR SS Eales ae i tas Sie an ee eee 457,305.51 


____ 8. Special Table on Recoveries from Estates (see p. 36 of Evidence) ‘The 
following should be added— | 


| * Year Total pension Recovreies Percentage 

re Payments from estates 

: $ g % 
LER SL a ee eS nes Fee 119,536,271 610,802 0-51 


® 621¢61—6 


576 _ JOINT COMMITTEE 


‘9. Chart “G” (see p. 39 of Evidence) Applications Declined 1949-50 


¥ 
q 


aa Alta. | B.C. | Man. | N.B.| N.S. | Ont. |P.E.1.} Que. | Sask.] Nfld.| Y.T. Total 


DARING E10 sets ei eat Stacie a anak 97 84] 124 60 | 124] 412 29°) 167). 1662) 114 2 | 1,379 
2Unable to proverange en so... ane 6 49 3] 7 2 26h see 12 17 i be ee 127 
Be OOVMUCH INCOME. cdl ots, Mace 96} 131 441 215} 190] 240 60 | 370] 163} 110 8 | 1,627 
4. Not sufficient residence.............. 15 6 4 5 il 21 3 18 13 A Sie 100 
5. Unable to prove residence ot eee Haves BE Eng 6 Lee dey 13; pi ace 1 8 1 ee tes Be eae os 22 
6. Transferred property.!............:. 28 27 39 4 1 51 24 72 YBa Pom eee tan ciane 319 
7. War Veterans Allowance............. 4 PAR ite Nor 22 6 15 13 9 Oriana: 2 79 
SPEOUSION Ol DLN GIy 84 tn atte acai haieer | celts Fifa PUM AAC A da UD 7 1 WES Pe oR ORG [aes ta | 14 
cere NALS Belen wis Vee gs]. DP aR PR WR Re 8 A A Ue ee tee 1 eel ee Ailes Bedwas tte yin Be 6 
10. Refused information................. 24 3 10 8 % Wi wht a ee hi 31 DSR Veale soe 401 | 
LE aAssistancesprivate sOurce:.ic) {iscsi atin mete yee eine 5 1 62 Sa lee Spi Ret edtturts| bowtie ts 76 
Latamentalshospitaliyys ce. a. tet se helene Dal ts torte 1 3 30 1 5 0 el res cen 1 47 
LOMA ICID LECHCO SUD PODE Meh lan. os Bleed cue NEL ei ion t fPae ao, ATURE Qu a OA 12 55 3 Oa aries ye IP ae CP ha 68 
§ Wes 9 cen ala se ee AA Uke tas iL we a eae PUR OR Te Sn ee aR LGN RP ARN 8 4, 265 
Pensions granted during fiscal year 1949-50. 2.0.0.0. b occ ccc cece ee ce tee eee ees 55, 387 
Total applications, dealt. with ierisat a ihe oes Med asthe <a tian Reyes asain ees 59, 652 S 
Percentage GLirejeGblONss Se Bn ene A) Sillecs cron eee cle Ameen, aD EER ar raeE Nie, Rem R wall eeeat oe 7°15 


10. Other ‘information requested by Committee 


On pages 53 to 55 the Committee discussed the decrease in the percentage 
of pensioners to population 70 years of age and over in the Province of 
Saskatchewan. The Saskatchewan authorities have furnished available statistics — 
showing the number of pensions added to and deducted from the paylists for 
different reasons from 1937-38 to 1949-50 as follows— 


Withdrawn Left Came to 
Fiscal year New Reinstated | Rejected Died or Saskat- Saskat- | Pensioners — 
granted suspended chewan chewan ie 
| |  _] _ | ea 
1987-38; e6dlviec a: gL We ee 371 974 DATE Rn A OL SO di Hers see de 11, 761 
1938-3900 ree - BAGO. IS yi ae 265 926 DOM, hls 8 ec Weceas ay sae ee eee 12, 245 
1989-402) ieee at, TSCA Re CW Se are 527 1,049 PA) a Le Dae Ak Pa OS a he 12, 699 ‘y 
1GA0-Alies Wee Or LE SQS Wai ee hh ae ans 324 1,178 SOA a ee ep Eel) Shek nea 13, 083 
SY DA aa a TSO SHEN rae eae 419 1,081 78 Pel lati abe Deh er ito AR Ppa, 2 13, 262 
1042 AS i tel aoe 1,355 117 151 1, 182 352 497 341 13,044. % 
DOSS 44 or eye 1,304 132 oa\. 326 1,196 332 567 330 12,715) 
1944-45 3 ie oe. 1, 672 167 406 TS. 321 638 363 12, 821 ae 
1945-46....... Fanti pea Wy Mee! 212 785 1,198 345 610 419 13,478 
1946 -2iis oa he Lk: 2,198 177 639 1,098 341 610 403 14,204 
1947-48 ee ky 2,466 224 580 1,315 348 739 444 14,836 
OSB 40 ee TW ies od 2,895 245 813 1,402 510 695 446 15,785 9 


1949-50. s!.),54 00s 5 2,429 283 705 1,381 400 637 486 16,566 


11. On page 73 (April 18, 1950) Mr. Knowles asked for “a few sample | 
comparisons” which would show whether a pensioner owing real property of a 
stated amount was better off or worse off under the income regulations than one 
owning the same amount of personal property. 


Example I 


“A” single, owns real property valued at $4, 000 with a mortgage against 
the property of $1,500. His equity, therefore, is $2,500. The calculation of 
income, according to the procedures adopted by the provinces as set forth on 
pages 31 and 32 of the Minutes of Proceedings and Evidence (April 18, 1950), 
would allow pension ranging from $440 to $480 a year. 
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i “B”, single, owns personal property valued at $2,500. His income is 
calculated on the amount of $2,250 as the Regulations exempt $250. The 
annuity value is $230.29 (for males). If there is no other source of income the 


_ pensioner is entitled to a pension of $369.71 a year. | 


_ The above calculations do not take into account the cost of maintaining 
real property in the case of “A” or the cost of paying rent in the case of “B”. 
| As “A’’, under any of the procedures ‘adopted by the provinces, receives a higher 
amount of pension than “B”, it would have to be established that the cost of 
maintaining “A’s” real property was greater than “B’s” rent in order to prove 
that “B” was better off than “A”. In view of the present level of rents it would 
seem reasonable to conclude that “B’s” expenditure in renting shelter would be 
not less than “A’s” expenditure for maintaining his real property. 


Example IT 
“A”, married, spouse over 70 years of age, owns real property valued at 
$4,000 with a mortgage against the property of $1,500. His equity is, therefore, 
$2,500. Under the procedures adopted by the provinces for the purpose of 
calculating income from real property used as a home, the amounts charged as 
“Income would vary from $120 to $160 a year. The pensions payable under the 

different procedures would be from $460 a year to $480 a year each. 

“B”, married, spouse over 70 years of age, owns personal property valued 
at $2,500. Of this amount $500 is disregarded under the Regulations and the 
annuity value calculated on the remaining $2,000. The amount of annuity 
charged as income for the two spouses would be $189.61. This amount would 
allow total pension of $890.39 a year or $445.19 each. . 
It would seem reasonable to conclude that “B’s” expenditure in renting 
shelter for himself and spouse would ‘be not less than “A’s” expenditure for 
maintaining his real property. ; 


i Example IIT 


: “A” married, spouse under 70 years of age, owns real property valued at 
$4,000 with a mortgage of $1,500. With his equity of $2,500, the amounts 
charged as income under the different procedures adopted by the provinces would 
vary from $120 to $160 a year. As the allowable income would be $600 a year, 
these amounts would not affect the pension which would be paid at the maximum 
rate of $480 a year. : 

“B” married, spouse under 70 years of age, owns personal property valued 
at $2,500. Of this amount $500 is disregarded and income taken to be khe 
“annuity value of the remaining $2,000. The calculation would be made by 
_ taking the amount of annuity for a male purchasable with $1,000 at the age 
of 70 years and for a female at whatever age the wife happened to be when, 
application for pension was made. The amount purchasable with $1,000 for a 
female at age 70 is $87.26 so that the amount charged for the wife would be less 
‘than that amount. The man’s annuity would be $102.35: As the allowable 
income is $600 in such a case, the annuity could not affect pension which would 
be paid at the maximum amount of $480. 

It would seem reasonable, once again to conclude that “B’s” expenditure 
in renting shelter for himself and spouse would be not less than “‘A’s” expenditure 
for maintaining his real property. 


&, 
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APPENDIX “F” Be 


CORRESPONDENCE WITH AND SUBMISSIONS 
FROM PROVINCES 


PROVINCE OF NEWFOUNDLAND 


Department of Public Welfare q 
Office of The Minister | St. John’s | 
April 13, 1950. 


Mr. R. ARSENAULT, 

Clerk of the Committee on Old Age Security, 
House of Commons, 

Ottawa. 


Dear Mr. Arsenault, 


This letter is a mere acknowledgment of yours of April 6th in which you © 
inquire whether this Department will have information on Old Age Security — 
related to this Province for the ‘benefit of the Jomt Committee set up to study — 
this matter. We have begun to look into the question in the light of the terms 
of reference of the Committee and I shall be glad to write you more definitely 
toward the end of the present month. 


Yours sincerely, a 


(Sgd.) H. L. Pottle, } om 
Hoe TY PORULE: 
Minister of Public Welfare. 


PROVINCE OF NEWFOUNDLAND q 

Office of The Minister St. John’s 
| April 29, 1950. 
Mr. R. ARsENAULT, . 
Clerk of the Committee on Old Age Security, 
House of Commons, a 
Ottawa. ae 


Dear Mr. Arsenault, : a 


Further to my iether of Xpuit 13th, I baa oath a statement on Old ‘ 
Age Security related to this Province for the use of your Committee. 

Our House of Assembly is in session here now and I have not been able to. 
have the article prepared as promptly as I should like. I hope, however, it. 
will reach you in time. 2 

Sincerely yours, » a 
(Sed.) H. L. ‘Pottle, 
Ee POP PEE 
Minister of Public Welfare. 


Encls. 3 


. 


* _ 4 
a * 
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ee OLD AGE PENSIONS: NEWFOUNDLAND 

I. Factual. 7 

Z On May 21st, 1949, the Government of Newfoundland entered into an agree- 

ment with the Government of Canada whereby under the provisions of the 

_ Federal Old Age Pensions Act a monthly pension of $30 was made payable to. 
persons qualifying for pension under that Act. This agreement became effective 

on April ist, 1949. | 

q On February 27th, 1950, a second agreement was signed by which the 
monthly pension was raised to $40, and became effective on April 1st, 1950. 

. ‘The Province pays no supplementary allowance, but pays a monthly pension 
of $25 to persons 70 years of age and over who do not meet the full Federal 

requirements, particularly with regard to proof of age. 

On the basis of an estimated population of 348,000, it is calculated that 
there are some 13,400 persons in Newfoundland 70 years of age and over, 3-8% 
of the total population, and 22,000 persons 65 years of age and over, or 6°3% of 
the total population. 

During the first year of administration the Old Age Pensions Board received 
11,848 applications for pension. Of that number 11,283, or 88:4% of the total 
estimated number of persons in the Province 70 years of age and over, qualified 
for either full or fractional pension according to the Federal conditions. 

. The average pension paid was $29.57. 
The total expenditure on Federal old age pensions for the first full fiscal 
year, 1949-50, was $2,972,595, apportioned as follows: 


FO VERMIMNCNU-0 MOAN AOS 0 vu. oko ot oe Des ve Bg oe Sees $2 229,446 
Government of Newfoundland .................. 743,149 
ASE pe ee og ee ME a PON PRE Le Sach) $2,972,595 


Il. General Observations. 


The Old Age Pensions Board was constituted under the provisions of The 
Old Age and Blind Persons Act, 1949, the Act No. 34 of 1949, enacted 
March 31st, 1949—a copy, with amendment, is enclosed. The Board as such 
therefore has had only one year’s experience, and the scope of the observations 
that follow will, as a result, be limited. 

1. Income. The Board has experienced some difficulty in determining the 
true extent of an applicant’s (or pensioner’s) income, especially in cases where, 
on account of the nature of his employment (e.g., fishing), mcome fluctuates 
considerably from year to year. Moreover, the Board feels that the strict 
enforcement of the means test tends to encourage devices on the part of the 
applicant (or pensioner) which cannot be regarded as wholly honest. For 
‘instance, in the case of an applicant (or a pensioner) and his son fishing together, 
there is often the tendency for the son to have the supplies from the merchant 
issued exclusively in his own name, even though the father shares in them as well, 
Furthermore, in Newfoundland the labouring classes do not perhaps make use 
of the Savings Banks as widely as elsewhere, and consequently it is not easy 
to apprehend the actual amount of surplus earnings. The fact that such a 
high percentage of persons of pensionable age qualify for pension is also 
significant. 
~ 2. Allowable Income. Our Board has found that certain pensioners 
already receiving a very modest industrial or government pension can qualify 
only for a much reduced old age pension. The two pensions together are often 
insufficient to meet necessary living expenses, with the result that these persons 
suffer some privation. For many people in similar circumstances the raising of 
= 
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the maximum to $40 does not allow any increase in their old age pension. If, 
however, the ceiling were raised the lot of such pensioners would be improved. — 

3. Property.. As in the case of income, an equitable evaluation of property | 
is likewise difficult to establish. This is particularly true of Newfoundland where, 
because of lack of municipal government, the value of property is not assessed, — 
with the exception of St. John’s and a few outside areas, according to any reliable — 
standard. There is moreover, a wide disparity between the value at which ~ 
property might be assessed and its local value realized by sale. 


4. Contributory Pensions. Our observations in this respect will be neces- — 
sarily general. Our experience in administering welfare services thus far — 
inclines us strongly to the view that although “contribution” will be an 
unsavoury suggestion of more taxation, with all that that implies for the ~ 
Newfoundland attitude toward taxation, nevertheless this attitude will tend — 
to adjust itself with time. In any event, the virtues of the principle of contribution — 
are so conclusive as to require no elaboration here and, in our view, outweigh all — 
other considerations. q 


5. Industrial Pensions. There is no wide coverage in Newfoundland. Cerbatm ’ 
business firms and industrial concerns have adopted schemes which apply more ~ 
or less ad hominem, depending in part upon the class of work and the age of © 
the person. Thus the shortcomings of this form of insurance gil in ion D 
foundland as elsewhere.1 cS 


6. Views of Organized Labour. It can be said with some eS tng : 
the views of organized labour in Newfoundland regarding old age security — 
accord outright, as far as basic principles are concerned, with the views of labour — 
on the mainland. 4 


7. Social Security. I submit, with deference, that the problem of old age 
security can be viewed in its proper perspective only within the framework 
of an over-all security system which I realize is beyond the Committee’s terms — 
of reference. I raise the question, however, because I believe that the experience — 
of Newfoundland over the past year, limited as it is, is nonetheless quite — 
relevant, partly because it is somewhat unique. | 

The advent of Confederation brought a scale of welfare benefits to New-— 
foundland far exceeding anything the Island had ever known—among these, — 
old age pensions. The pre-Confederation pension was paid on the following ‘ 
basis: | 

(1) at 75 years of age; 

(11) at the rate of $6 a month to a single pensioner; 

(111) at the rate of $10 a month to a married pensioner; 

(iv) the widow of a pensioner had to be 65 years of age at the time oti 

her husband’s death to qualify for pension. 


Other allowances, such as the widow’s allowance, were correspondingly 
meagre. ? 7 

The uniqueness of Newfoundland’s position consisted iad in this, that 
under Confederation, in view of her retardation in matters of social welfare 
vis-a-vis the other Provinces, she was obliged to review her entire system of 
welfare benefits. The oreatly increased old age pension set the pace. As a 
result, in Justice to other classes of dependent persons, the Province felt it 
necessary to increase existing allowances and to introduce new ones. The point 
is that improved security for the aged, good as it is in its own right, involves an 
increased financial responsibility on the part of the Province to provide corre- 
spondingly for other classes—that is, if anything like a balanced system ol 
security, which seems desirable, is to be maintained. If a crippled invalid at 69 


1The New York Times Magazine, October 16th, 1949. Article: “The Pressing Problem of 
Old-Age Security.” . 
2Canadian Welfare, July, 1945: An Article by the present writer. 
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_ can be paid only $30 a month from provincial funds while an able-bodied person 
at 70 is paid $40 as old age pension, it is not enough to try and justify to: the 
invalid this difference of treatment by saying “Of course the Government of 
_ Canada pays three-fourths of the old age pension.” For, in the first place, both 
have to be paid for in much the same way; second, the difference in treatment 
cannot be justified in any event from the point of view of a balanced over-all 
- security; and furthermore, the difference tends to create administrative difficulties 
at the provincial level. 

This question of balance seems to me to be significant also because it takes 
into consideration the social economy of any given area, e.g., any given province. 
A monthly allowance of $40 is not considerable in a city like Victoria, but it is 
considerable in an outport of Newfoundland, and where it reaches $80, as in the 
case of married pensioners, it becomes out of line with the normal earnings of 
most of the labouring, so-called independent class. 

Up to a point it could be argued that what is desirable is a flexible arrange- 
ment whereby, out of a number of possible agreements that might be made 
- between the Dominion and the provinces, a province might select that which 

best suited its particular socio-economic conditions. However, one weakness 
is that, for political reasons at least, a province might be tempted to keep up 
with the other provinces and thus be extended beyond its means. . 

If nationhood consists, as I think it does, among other things, in equalizing 
opportunities as far as possible, then I think I find an effective way of demon- 
strating this in an approach to the problem in question, whereby the Dominion 
_ would have regard to the various provincial needs not only of the aged but of all 
other forms of dependency as well. It is in this context that I have referred at 

length to a balanced social security. 

This statement, I realize, has gone beyond the range of the answer which 
your letter properly requires. It does not necessarily represent the views of 
_ the Government of Newfoundland, although I can say that the Premier has read 
the manuscript and agrees with it in principle. If your Committee are able to 
make use of the information and point of view put forward I shall of course 
be gratified. If you desire clarification on points raised, I shall gladly oblige. 


ee * H. L. POTTLE, 
S Minister of Public Welfare. 
4 (Newfoundland). 


. 1949 OLD AGE AND BLIND PERSONS PENSION ACT No. 34 
Fo NEWFOUNDLAND 


‘ AN ACT TO PROVIDE FOR OLD AGE PENSIONS AND PENSIONS 

5 FOR BLIND PERSONS 

Bh 

- Section 

--1.—Power of Government to enter into Agreement. 

-  2.—Maximum amount of pension. ma 

- 3.—Appointment of Board and Officers for administration. 

- 4,—Duties of Board. 

_ 5,.—Decisions of Board final. 
6.—Pensioners not to be disqualified from voting. 
7.—Pension not to be alienated or subject to seizure. 
8.—Recovery from pensioner’s estate; exception. 
9.—Cost payable from public funds. 

10.—Provision for repeal. 
~ 11.—Short title. 


(31st March, 1949) 


/ 
‘, 
_ > 
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Be it enacted by the Governor, by and with the advice of the Commission of ; 
Geyeranent: as follows: A.D. 1949. | , ee 


Power of Government to enter into Agreement. 


_ 1. The Governor in Commission may, upon the application to Newfoundland — 
of the provision of the Old Age Pensions Act being Chapter 156 of the Revised 
Statutes of Canada as amended, hereinafter called “the Dominion Act”, 


(a) enter into and carry out an agreement as to a general scheme of pensions ~ 
in Newfoundland, pursuant to the provisions of the Dominion Act, and — 
for the quarterly payment to the Government of Newfoundland of the > 
total of the amounts the Government of Canada is under Section 8 and — 
8A of the Dominion Act authorized to contribute in respect of pensions — 
paid during the preceding quarter by the Government of Newfoundland ~ 
pursuant to this Act, to the persons and under the conditions specified | 
in the .Dominion Act and the regulations made thereunder; 

by order authorize and provide for the payment of pensions under the — 
conditions specified in this Act and the regulations made hereunder, and 
in the Dominion Act and the regulations made thereunder; 


ae . 
R 
. 
(c) make regulations not inconsistent with the Act or the Dominion Act, | 
: 


a 


as he considers.necessary for the proper administration of this Act and 
for regulating expenditures to be made thereunder. 


Maximum amount of pension. 

2. In the agreement referred to in Section 1 (a) hereof, the maximum 3 
pension to be paid by the government of Newfoundland shall not be specified in — 
an amount in excess of thirty dollars monthly. 


Appointment of Board and Officers for administration. 


(1) The Governor in Commission may appoint three officials of the 
Department of Public Health and Welfare as a board to be known as “The Old © 
Age Pensions Board”, and shall designate one of such persons to be the chairman — i 
thereof. | 

(2) The Board shall, under the Commissioner for Publié Health and Welfare, 
be charged with the administration of this Act. 

(3) The Governor in Commission may appoint such officers, clerks and — 
servants as are required for the proper administration of this Act and may fix 
their salaries. | 


Duties of Board. 
4. It shall be the duty of the Board— 


(a) to receive applications for pensions; and ; 
(6) to determine the eligibility of each applicant for pension and, where 
the applicant is eligible, to determine the amount thereof and direct | 
payment accordingly. 


Decisions of Board final. 


5. Subject to the right of the Board to rescind, amend, suspend or cancel 
any determination or direction made by it, every determination and direction 
of the Board shall be final and shall not be ae teh to review by any court og 
law or otherwise. 


Pensioners not to be disqualified from voting. 


6. No person shall, by reason only of the ceeaby of a pension under this Ac . 
be disqualified from voting at any election. 


cot 
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Pension not to be alienated or subject to seizure. 


__ 7%. No pension shall be subject to alienation or transfer by the pensioner, 
or to seizure in satisfaction of any claim against him. 


Recovery from pensioner’s estate; exception. 


8. (1) The Board is hereby authorized to recover out of the estate of. any 
deceased pensioner, as a debt due by such pensioner, the sum of the pension 
payments made to such pensioner from time to time; 

(2) No claim shall be made by the Board for the recovery of such debt 
directly or indirectly out of any part of the pensioner’s estate that passes by 
will or on any intestacy to any other pensioner or to any person who has, since 
‘the grant of such pension or for the last three years during which such pension 
has continued to be paid, regularly contributd to the support of the pensioner by 
the payment of money or otherwise to an extent which, having regard to the means 
of the person so having contributed, is considered by the Board to be reasonable. 


Cost payable from public funds. 


9. Pensions and the expenses of administration of this Act shall be payable — 
out of such moneys as may be provided therefor by the Commission of Govern- 
ment out of public funds. 


Provision for repeal. 


E 10. As from the date on which the agreement by this Act authorized comes — 
- into force, the Old Age Pensions Act, 1934, as amended by the Act No. 21 of 1942, 
the Act No. 8 of 1943, and the Act No. 40 of 1943, shall cease to have effect and 
may as from that date be repealed by Proclamation published in the Newfound- 
land Gazette. 


Short title. 


11. This Act may be cited as the Old Age and Blind Persons Pension 
> Act, 1949. 


a 1949 No. 48 


a - OLD AGE AND BLIND PERSONS PENSION 
- , (AMENDMENT) ACT 
NEWFOUNDLAND 


An Act to Amend the Old Age and Blind Persons 
Pension Act, 1949. 


z (28 July, 1949.) 


Be it enacted by the Lieutenant-Governor and House of Assembly in 
Legislative Session convened, as follows:— 


Short title. 
% 1. This Act may be cited as the Old Age and Blind Persons Pension 
(Amendment) Act, 1949. 


_ Amendment, Section 1. 
2. Section 1 of the Old Age and Blind Persons Pension Act, 1949, is hereby 
amended— 
(a) by re-lettering paragraphs (b) and (c) of the said Section as Dery 
graphs (c) and (d) respectively; and 


584 JOINT coMMITTER , 


-(b) by inserting immediately after paragraph (a) as eae (b) the 
following :— i 
(b) modify any agreement made under the provisions of para-— 
graph (a) hereof or enter into a new agreement in place of any 
such agreement which may be cancelled or otherwise determined, 
and references in this Act to an agreement made under paragraph | 
(a) shall apply to any agreement or modification made under this 
paragraph, 


Amendment, Section 2. 

3. Section 2 of the Old Age and Blind Persons Pension Act, 1949, 1s — 
hereby amended by striking out the words “thirty dollars” and substituting — 
therefor the words ‘forty dollars”. 


Insertion new, Section 9A. 
4. The said Act is hereby further amended by inserting after Section 9 © 
as Section 9A the following:— 4 


Declarations, 
9A. Any official appointed by the Department of Public Welfare to 
investigate applications for pensions under this Act, shall have authority to 
take statutory declarations under the Evidence Act, 1919, with respect to such © 
applications. | % 


HousE oF CoMMONS 


CANADA 
Orrawa, May 3, 1950. 
Hon. H. L. Pottle, M.L.A., 
Minister of Public Welfare, 
St. John’s, Newfoundland. 


Dear Dr. Pottle, 4 
Mr. Arsenault, Clerk of the Joint Parliamentary Committee on Old Age © 
Security, has handed to me your letter of April 29th and the brief you 
forwarded for consideration by the Committee. a 
J am having copies of the brief prepared in order that they may be — 
distributed to the Committee members who I know would wish to join with © 
me in thanking you for letting us have the benefit of your views. 


Yours very truly, 


(Sgd.) JEAN LESAGE, 
JEAN Lesacs, M.P., 
Charman, 
Joint Parliamentary Committee 
on Old Age Security. 


NOVA SCOTIA 

MINISTER OF PuBLIC WELFARE 
Nova Scotia } a 
Haurrax, 28th April, 1950 
Dear Mr. ARSENAULT: be 
I wish to thank you for your letter of the 6th inst., advising me that the 
joint Committee of the Senate and House of Commons’ appointed to examine 
and study the matter of Old Age Security, desired to know whether or not this 
Department wished to furnish the Committee with any information which might 
be helpful to it in the consideration of all matters pertaining to old age security. 
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_ _ This Department is ready and willing to furnish the Committee with any 
information which it might require. I understand from Mr. Farquhar, the 
Director of Old Age Pensions in the Province of Nova Scotia, that some inform- 
ation has already been forwarded. 


Again thanking you, I remain, 
Yours very truly, 


(Sgd.) A. H. McKINNON, 
Acting Minister of Public Welfare 

Mr. R, ARSENAULT 
Clerk of the Committee on Old Age Security 


House of Commons, Ottawa, 
Canada 


(Nore: The information referred to in the second paragraph of Mr. 
McKinnon’s letter consisted of application forms.) 


Hovuskr oF CoMMONS 


CANADA 
Ortawa, May 3, 1950. 
Hon. A. H. McKinnon, M.L.A., 
Acting Minister of Public Welfare, 
Halifax, Nova Scotia. 


Dear Mr. McKinnon: 

Mr. Arsenault, Clerk of the Joint Parliamentary Committee on Old Age 
Security, has handed to me your letter of April 28th in which you express the 
willingness of your Department to furnish the Committe with any information 
it might require. 

I know that the members of the Committee would wish to join with me in 
expressing to you our sincere appreciation of your offer. 

Yours very truly, 


(Sgd.) JEAN LESAGE. 
JEAN Lusacn, M.P. 


Chairman, 
Joint Parliamentary Committee on Old 
Age Security. 


ONTARIO 


DEPARTMENT OF PUBLIC WELFARE 
OFFICE OF THE MINISTER 


Toronto 2, April 25th, 1950. 
Mr. R. ARSENAULT, 


~ Clerk of the Committee on Old Age Security, 


House of Commons, 


OTTAWA, Ontario. 


_ 
a : 


Dear Mr. ARSENAULT: Me ; | 
You have asked me to comment on the administration of Old Age Pensions 


in Ontario. 


bm 


As you no doubt are aware, the Government of this Province and myself on 
numerous occasions have advocated a universal pension to persons 70 years of 
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age and over, and in addition we have expressed the thought that contributory oy 
old age security without a means test might be possible. | 

It is recognized that any drastic change in the present procedure would: of 
necessity, take some considerable time to implement. Therefore, the attached — 
observations are made at this time to assist in acquainting the Committee with © 
some of the more contentious features of the present Act. | 

I would like to take this opportunity of extending to the Committee or its | 
individual members an invitation to visit this Department and examine the © 
administration of pensions in Ontario. I am certain that much useful information ~ 
could be obtained from a review of the activities of the Old Age Pensions Com- — 
mission. 

Yours sincerely, 


(Sgd.) W. A. GOODFELLOW, 
Minister. 


ONTARIO 


DEPARTMENT OF PUBLIC WELFARE 
OFFICE OF THE MINISTER 


In submitting the following, we have concerned ourselves only with Sections — 
8 and 9 of the Old Age Pensions Act (Canada). These Sections appear to be — 
the most contentious in the administration of this Act. i 


(1) (a) (11) 
Pursuant to an agreement made with a province haar section © 
three of this Act, the Government of Canada will contribute in ~ 
respect of each person in receipt of pension from such province an — 
amount not to exceed seventy-five per centum of thirty dollars — 
monthly or of the amount paid by such province monthly, which- 
ever is the lesser, for pension to each person, if such person has 
resided in Canada for the twenty years immediately preceding 
the said date or if he has not so resided, has been present in — 
Canada prior to such twenty years for an aggregate period equal 
to twice the aggregate period of absences from Canada during such 
twenty years. : 


In practical application this section of the Act is discriminatory. It tends 
to disqualify applicants who are unable to provide acceptable evidence of © 
extended residence in Canada, whereas a lesser period of continuous residence 
would suffice, and at the same time provide an adequate safeguard against — 
any abuses that may arise. Wa 

u 

8. (c) (i) am unmarried person and his income inclusive of pension is not — 
more than six hundred dollars a year, or ; 

(11) married to and living with a sighted spouse, and the total income 

of such person and his spouse inclusive of pension is not more 

than one thousand and eighty dollars a year, or . 

(iii) married to and living with a blind spouse and the total income 

of such person and his spouse inclusive of pension, is not more than ~ 

twelve hundred dollars a year. 1947, ¢.67, s.4. 

This section has the effect of establishing the maximum subsistence of all } 


pensioners. Individuals are discouraged by the restrictions of this section from — 
attaining a higher standard of living unless they forsake the pension entirely. 
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_ It is apparent, in more than fifty per cent of the cases receiving pensions in 


Ontario that those who attempt to provide more adequately for themselves 
are unable to accept the opportunities available because of their own inability 


_ to earn a full livelihood. The aged person who could obtain part time or 
seasonal employment is so restricted in his amount of earnings that he finds it 


impracticable or impossible to accept these jobs. In many cases such a pen- 
sioner accepts charity whereas, if encouraged, he would use his own initiative 
to supplement his pension. 

The last Amendment to the Act increased the pension from $30.00 to $40.00 


a month, but did not increase the maximum income by a corresponding amount. 


In Ontario this has resulted in approximately twenty-three thousand, five 
hundred of the total eighty-seven thousand reeciving a monthly pension of less 


than $40.00. The number of pensioners receiving less than the maximum 


pension is increasing each month. This is due entirely to the restricted amount 
of allowable income, and gives cause for alarm. 

If a maximum income is to be incorporated in any pension scheme, it 
should provide for an outside income in addition to pension at least equivalent 
to the amount of outside income provided for in the Act prior to this Amend- 
ment. 


9. (1) The contributions to be made by the Government of Canada 
pursuant to section eight or eight A of this Act in respect of 1a pensioner shall be 
subject to the condition that when it appears to the pension authority that any 
pensioner or his spouse has made an assignment or transfer of property for 
the purpose of qualifying the pensioner for pension or for a larger pension 
than he is otherwise entitled to, the pension authority shall 
(a) defer the payment of pension until such property is reassigned or 
transferred to the pensioner or spouse, as the case may be, or until such 
time as the value of the interest that the pensioner or the spouse had 
in such property is exhausted at a rate calculated in manner provided 
by regulation, 
or 

(b) take into account in determining the amount of pension, if any, that 
such pensioner should receive, the income derivable from such property 
as if the assignment or transfer had not been made. 


This section presents many administrative situations which contribute 


greatly to inequalities when eligibility for pension is being decided. 


During the Fiscal Year, 1949-50, from a total of eighteen thousand, eight 


hundred ‘and eighty-two applications received, only fifty-three were deferred for 


_ transfers of real or personal property which were proved to have been contrary 

to the Act. Obviously, the number of applications deferred does not warrant 
the inclusion of this section. In addition, the effect of this section contributes 
to delay in the granting of pension. Under it, the pension authority, to be 
assured of Federal participation in the pension, assists the applicant to obtain 


alll necessary evidence to rebut the presumption that the transfer was made 


( 


for the purpose of qualifying for pension. An administrative bottleneck has 
-resulted. Ordinarily, pension is granted within two months of application. 


However, applications which infringe on this section of the Act are rarely 


completed so promptly, and the decision of the Commission frequently may be 


delayed for six or eight months. 
(2) An agreement made pursuant to section three of this Act shall include 
an undertaking by the province that the pension authority will be 
: authorized to recover out of the estate of any deceased pensioner, as a 
, ~ debt due by the pensioner, the sum of the pension payments made to 
such pensioner from time to time and such agreement shall specify 


< 
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the circumstances under which recovery of such debt shall be made } 
but shall provide that no claim shall be made for the recovery of any | 
such debt directly or indirectly out of any part of the pensioner’s estate | 
which passes by will or on an intestacy to any other pensioner or to © 
any person who has, since the grant of such pension or for the last 
three years during which such pension has continued to be paid, regularly 
contributed to the support of the pensioner by the payment of money 
or otherwise to an extent which, having regard to the means of the ~ 
person so having contributed, is considered by the pension authority to — 
be reasonable. 


Maes 


This section has many deterrent effecte on persons ag would apply and — 
qualify for pension if they were not concerned for fear that their property 
would be taken from them. This attitude of mind has, to a large extent, 
restricted the effectiveness of the present legislation. The amount recovered — 
from estates of deceased pensioners has never been sufficient to warrant this 
discriminatory feature being incorporated in the Act. 4 

During the Fiscal Year 1949-50, thirty-seven million, two hundred and — 
seventy-one thousand, one hundred and forty-six dollars and sixty-three cents © 
was paid in Old Age Pensions. For this same period, claims were rendered on 
six hundred and sixty cases, and recoveries totalling three hundred and thirty- 
seven thousand, four hundred and thirty dollars and. four cents were made from | 3 
four hundred and sixty estates. It is significant to note the recoveries represent 
less than one per cent of the total expenditure for the period. 


P < 


HOUSE OF COMMONS 
CANADA 
April 28th, 1950. | 
W. A. GoopreLiow, Esq.,.M.L.A., 
Minister of Public Welfare, 
Parliament Buildings, 
Toronto, Ontario. 


Dear Mr. Goodfellow, s 

I am very grateful to you for your letter of April 25th and the accompany- 5 
ing memorandum in both of which you give your views on certain desirable 
changes in the Old Age Pensions Act. 4 

Your letter and memorandum are being circulated to members of the J oint — 
Parliamentary Committee on Old Age Security in order that the opinions you — 
expressed may be fully studied. I know the members of the Committee would — 
wish me to thank you for making your views known to them. You may be — 
certain that considerable weight will be placed on your representations in view — 
of your unique position in relation to the actual administration of the Old Age 
Pensions plan. ) 

On behalf of the members of the Committee may I express our deep appre-_ 
ciation of your very kind offer to have us visit your Department in order to 
observe the actual administration of the present pension plan. . 


Yours very truly, 


(Sed.) JEAN LESAGE. 
JEAN Lusacs, M.P. - 


ie ll Ne _ - 
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Chairman, on 
Joint Parliamentary Committee 4 
on Old Age Security. | | 
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~ DEPARTMENT OF HEALTH AND PUBLIC: WELFARE 
OFFICE OF THE MINISTER 
WINNIPEG 
3 May Ist, 1950. 


Mr. R. ARSENAULT, 
Clerk of the Joint Committee 
of the Senate and the House : 
| of Commons on Old Age Security, 
- Ottawa, Ontario. 


Dear Mr. Arsenault: 
I acknowledge your letter of April 6th in which you inquire if the Govern- 
ment of Manitoba wishes to furnish your Committee with information or a 
statement of our views with respect to the matters which are under. consideration 

by your Committee. 

In this connection, I may advise that, due to the Lesilaties Assembly 
having been in session up until the 22nd of April, I have not had any time to 

- give consideration to'a statement of views which we may wish to present at a 
later date. 

However, I may advise you that the matter of Old Age Pensions was the 
subject of some considerable discussion during the recent session of our Legis- 
lative Assembly.. Under date of March 9th, 1950, the following Resolution was 

_ approved by the Assembly: 
That: Whereas the present Federal Provincial Old Age Pensions 
Plan is not wholly satisfactory; : 
And Whereas the Speech from the Throne mentions that a Federal- 
Provincial Conference has been called for the autumn of this year to 
consider all problems of concern to the Federal Government and the 
Governments of the Provinces; 
Therefore be it resolved that this House request the Government of 
Manitoba to 
First, strongly recommend at the forthcoming Federal-Provincial 
Conference that the Federal Government should introduce a contributory 
Old Age Pension Plan in Canada which plan should provide adequate 
assistance to the aged without a Means Test; 
7 Second, request the Federal Government to immediately make opera- 
tive and effective the proposals it made at the 1945 Dominion-Provincial 
| Conference whereby it offered to assume full financial responsibility for 
Old Age Pensions and to provide for Social Assistance for other age 
groups. 

I think you can take it for granted, in view of the fact that the above 
legislation was introduced by myself as Minister of Health and Public Welfare, 
that it represents the considered opinion of the Government on the overall 
problem of Old Age and Blind Persons Pension, but it does not go into detail, 

which would be difficult for us to do as we have not available the detailed 
; statistics which would be necessary. There are manv aspects of the adminis- 
tration of Old Age Pensions as presently constituted, in regard to which we 
would like to make representation, but I assume vour Committee is concerned 
et basic general principles rather than with details of administration. If you 
do intend to consider matters of administration, please advise and we would 


; 
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write you at once in regard. to those points. If you are sacaeane ae baste F 
and broad principles, you might also advise me if you wish us to enlarge on the — 
resolution of which copy is enclosed herewith. 


Yours truly; 
(Sed) IVAN SCHULTZ. — 
Ivan Schultz, 
Minister of H ealth and Public To 


7 Orrawa, May 4, 1950. 
The Honourable Ivan Schultz, M.L.A., : 

Minister of Health and Public Welfare, 

Winnipeg, Manitoba. 


Dear Mr. Schultz, 

Thank you. for your letter of May 1st embodying a resolution AoprOT eae 
by the Legislative Assembly with respect to old age pensions. I am bringing — 
your letter to the attention of the Committee at tomorrow’s meeting. 

I know that the Committee would be very much interested in having your ~ 
comments with regard to administration, particularly as a number of the other — 
provinces have already made representations on this aspect of the subject. 


Yours very truly, 


(Sgd) JEAN LESAGE. 
Jman Lusace, M.P., 


Chairman, 
Joint Parhamentary Committee 
on Old Age Security. 


SASKATCHEWAN 
MINISTER OF SOCIAL WELFARE AND REHABILITATION 


Reeina, Saskatchewan, 


April 28, 1950. 
Mr. R. Arsenault, 
Clerk, Joint Committee of the | 
Senate and House of Commons, 
on Old Age Security, 
Ottawa, Ontario. 


Dear Mr. Arsenault: 

As requested in your letter of April 6th I am attaching hereto a submission — 
to the Joint Committee of the Senate and House of Commons on Old Age — 
Security with respect to the experience of the Department of Social Welfare 
and Rehabilitation of the Province of Saskatchewan in the administration of 
old age pensions. 4 

It is to be regretted that such a short time was provided to my department. 
to prepare this submission, which in my opinion should have been given a Epo 
deal more study. 

I have noticed in reading the submissions of the Committee that an oppor- 3 
tunity may be given to some of the organizations making submissions to be 
heard following the official submissions in writing of such bodies. There are 
statements made by certain members of the Parhamentary Committee as recorded 
in the minutes and proceedings and evidence that are not in accordance with 
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the facts and an opportunity should be given to Departments of Provincial 

Governments concerned to refute them and to present in greater detail our 
proposals for more adequate and equitable pensions. I trust therefore that 
representatives of my Department. will be given an opportunity to appear before 
the committee in due course. 


Yours sincerely, 


(Sgd) Joun H. Srurpy, 
JOHN H. STURDY 


Minister. 


SUBMISSION TO THE Jormnr COMMITTEE oF THE SENATE AND THE House oF ~ 
Commons on Oup Ace Security By THE DEPARTMENT OF SocIAL WELFARE 
AND REHABILITATION OF THE PROVINCE OF SASKATCHEWAN. 


The Saskatchewan Government entered into an agreement with the Federal 
Government on May 9, 1928, for the purpose of paying Old Age Pensions in 
Saskatchewan to those persons who, having reached the age of 70 years, were 
unable to meet their living requirements. It was estimated that the number 
of persons who in 1921 had reached the age of 70 years in Saskatchewan was 
8,822 persons. The estimate for 1928 of number of persons aged 70 or over 
was 10,145 and the estimated number of persons who would be eligible under the 
provisions of the Act totalled 3,548. 

During the first year that the Act was in force in Saskatchewan, some 5,620 
persons applied for pension benefits and 3,843 were in pay by the end of the 
twelve-month period. These figures steadily increased until today there are 
approximately 17,000 persons in Saskatchewan who are receiving the benefits 
provided under the Act. The percentage of persons over 70 years drawing 

nsions has varied during the 22 years since the inception of pension payments 
in Saskatchewan, dropping during the war years and good crop years and 
increasing during drought periods and as restrictions were modified and allowable 
income increased, until today forty-six per cent of the population over 70 years 
of age in Saskatchewan are in receipt of benefits under the Act. 
7 In the early administration of the Old Age Pension Act, many interpreta- 
tions of procedure to be followed in determining eligibility were evident. Proof 
of age was at times accepted by means of an affidavit, not only taken by the 
‘pensioner himself in some cases, but by persons who could not have known the 
facts but merely making statements based on hearsay. Naturalization was a 
requirement that debarred many persons even though such persons had all other 
‘qualifications. This requirement fortunately, was dropped after about 16 years 
of the coming into force of the Act. 

Proof of age has always created a problem, as many persons born in Canada 
and the United States of America could not procure birth certificates in view of © 
the lack of compulsory registration of birth. Many immigrants from European 
countries could not secure information from Birth Records due to the destruction 
of such records in the First World War. It is almost impossible now to secure 
any evidence of birth from Europe. Immigration records have been helpful but 
too often aged persons cannot recall sufficient data to enable proper searches of 
such records. Likewise Census Records have proven very helpful but over a 
period of years there is evidence to indicate that proper care on the part of 
Census-takers to obtain true facts was not always the rule. Further, such 
Census Records are not open to the Pension Authority except for such requests 
covering data taken 30 years back. Some help could be gained if Census Records 
could be searched for a period not longer than 10 years back. 
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Proof of residence i is not too great a problem but does in some cases ey | 
hardship. i 

Transfers of real and personal property by applicants and by pensioners — 
which must be considered as having been made for the purpose of qualifying ~ 
for pension create many administrative problems, more particularly if such 
transfers involve farm property. Many instances have occurred in the adminis- 
tration here where a transfer of farm property, involving only one quarter 
section of land, probably valued at less than $2,000.00 would make an applicant 
eligible insofar as income was concerned, whereas previous returns from this land 
gave that same applicant an annual income much greater than the Act permitted. 
Usually such transfer is made just prior to the submission of an application for 
benefits and investigation usually reveals that a son or daughter received the 
property and such transfer was made for the purpose of reimbursing the son © 
or daughter, as the case may be, for performing services on the farm for which | 
no payment of wages had been made. The time such services were performed : 
was usually during the period the son or daughter would normally stay at home 
prior to taking his or her place in the community as an adult. . 

The application of the means-test in an agricultural province is a problem 
which involves large field staff and office staff if the job is to be properly — 
completed and eligibility established from year to year as required by the — 
regulations. 

The field and office staff must have full knowledge of the following facts: 


1. Prices of various types of grain at any given market point in Saskat-_ 
chewan. | 

2. Number of bushels of each grain required to be held over yearly for | 
spring seeding. 

3. Appropriate cost of seeding operations, harvesting, summerfallowing, 
farm labour and all incidental costs necessary to the production of 
revenue from farming operations. 


4. Proper share of crops under lease agreements. 

5. Land values. E 

6. Instruments registered against properties, such as mortgages, liens, 
caveats, judgments, tax enforcements, long term leases, etc. ; 

7. Market value of livestock, poultry, butter, eggs, garden produce. 

8. Value of farm produce reserved for own use. 

9. Equitable rental values of urban dwellings. 

10. Equitable revenue from rooming and boarding house ventures. 

ey 


Market values of bonds, stocks, “shar es, debentures, equity in agreements, 
for sale. Gig . 
12. Value of foreign bonds and shares. 
13. Procedure to be followed in determining value of estates. 
14. Law governing estates, proper distribution of estates of intestates. 
15. Succession duty requirements. 
16. Benefits available under Unemployment Insurance Act. 
17. Benefits available under Prairie Farm Assistance Act. 7 
.18. Benefits available from Canadian Wheat Board Participation Certi- 
ficates. 4 
19. Hail Insurance benefits. 


Reference should be made to changing economic conditions in this province. 
From 1928 until the late thirties, continuous drought conditions prevailed and 
numerous persons with large farm holdings became eligible due to crop failures. 
From 1939 on, conditions in agriculture steadily improved and many pen- 
sioners were found ineligible for “benefits under the Act. Many found employ- 
ment during the war years and others received dependents’ allowance through 
sons or daughters serving in the Armed Forces. The number of pensioners 
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dropped to a very low peak in 1943 and 1944, and began to rise from that 
period on. However, assessing their eligibility became a tedious problem caused 
through changing prices for livestock and grains. 

The quota system of marketing grain in the years of 1940 to 1946 meant 
that numerous pensioners could not dispose of their grains when harvested and 
were obliged to hold it in storage until elevator space permitted sale. This 
meant that a continuous check was needed to determine annual income and 
eligibility. 
| The Prairie Farm Assistance Act became operative in 1939-40 and farmers 
in certain drought areas became eligible for assistance under this Act. Pay- 
ments under the plan varied in accordance with drought. areas and the extent 
of crop failure. Payments ranged from a few dollars up to $500 and were 
made each year to those who qualified for this assistance. The recipient of this 
aid usually spent the money to pay operating expenses on the farm. However, 
the Federal Government’s ruling did not permit the pension authority to allow 
any farm operating expenses as a charge against such payments resulting in 
many overpayments of pensions due to excessive income calculated under this 
ruling, usually at a time which found the pensioners with no funds to meet 
their everyday living expenses. This province has assumed the financial 
responsibility for such overpayments. 4 

In the later 1940’s, the Canadian Wheat Board began making payments 
to grain growers on grain marketed through the Board and representing a 
distribution of the surplus funds made available by a difference between 
initial payments when grain was delivered and the returns from the final sales. 
An example of these payments might be more satisfactorily explained if we 
review the year 1949 when a payment of approximately 20c. a bushel was 
made on all grain marketed during the years 1945, 1946, 1947 and 1948. Thus 
large payments were received by many pensioners and as it was all considered 
income in the year in which it was received, further cancellations and numerous 
adjustments were necessary. 

: The farm pensioner usually receives his income in a bulk sum after harvest 
and with severe weather conditions prevailing on the prairies in the winter 
months, many pensioners cannot be reached until spring opens up and travel 
‘is possible. This results in reports of income not reaching the pension authority 
until well after the farm returns are received and usually spent and necessary 
cancellations of pensions at such a late date causes hardship to those persons 
with no relief in sight until another crop is harvested. 

In a number of cases, farm pensioners have mortgages against their 
‘property and usually the Mortgage Company holds a one-third share crop 
‘repayment agreement. Where the pensioner, due to advanced age, must lease 
‘his land to someone, he must turn over two-thirds to the renter and one-third 
‘to the Mortgage Company. Thus the actual owner of the land, while repaying 
his debt, finds himself with no actual income from this source, yet the pension 
‘authority may not allow payments made on principal of mortgages as deduct- 
ible expenditure. This results in cases where a pensioner is obliged by agree- 
ment to turn over one-third of crop proceeds to satisfy a mortgage, two-thirds 
‘to the renter, and on the other hand, be assessed with an income equivalent to 
the principal payment so made on a mortgage. 

ip During the depression, a new low was experienced in the market values of 
‘grains and other farm produce. Eggs were returning the producer as little as 
15 cents a dozen. Grade one wheat. 50 cents a bushel with corresponding low 
prices for coarse grains. Butter sold for 15 to 20 cents a pound and livestock 
prices as low as 3 to 4 cents a pound. Production was at a very low peak due to 
ought conditions prevailing in Saskatchewan. With the return to more normal 
Productive conditions and developments resulting from the Second World War, 

62161—73 


ie y 
Ay 24 
es f ¥ : P 4a ay , ¢ 

— r : 


594 | JOINT COMMITTEE race secre 


prices for grain and other farm commodities started on the upward swing and — 
farmers began to receive higher prices, wheat returning them over $1.50 per 
bushel, eggs, 40 to 50 cents per dozen, butter and milk reaching ‘a new high and 
livestock prices increased by ‘as much as 500 per cent. Those pensioners _ 
interested in farming activities began to reap the benefits of rising prices and © 
a higher level of production Annual farm income climbed and partial pensions _ 
were granted in numerous cases. ) 

Previous to 1944 the maximum allowable income was $365.00 per year, — 
from 1944 to 1847 allowable income (including pension) was $425.00 per annum ~ 
and even with the increase in this allowable income to $600.00 per annum for — 
single persons in 1947, it can readily be seen that even a few hundred bushels of 
grain would soon produce an income equal to the allowable amount. 

Employment was available to many pensioners due to improved economic 
conditions. Building programs increased and non-farming pensioners who had — 
a skill or trade found ready employment at high wages, creating a situation — 
whereby a few months work a year would produce a higher annual income than 
permissible under the Act. : 

Severe financial stress exists when couples without the means to meet their q 
maintenance requirements are obliged to exist on one pension or to seek 
additional assistance through the medium of relief. When a man at 70 qualifies © 
for a pension, he may have a wife in the age group 50 to 69 years. This woman — 
is not qualified to receive consideration under the Act except where there is — 
outside income and the result is that the husband draws an old age pension and — 
an attempt is made to exist on this sum with the alternative of appealing to 
local municipalities for relief. Many older persons feel that there is a stigma — 
attached to acceptance of relief and refuse to make an appeal for additional q 
assistance through those channels. 

The assessment of equitable value of shelter to pensioners owning places of — 
residence presents a controversial problem. People who have lived frugally and — 
managed to acquire a roof over their heads, find themselves in the position of not — 
only having to pay taxes and keep the premises in repair, but to be further 
burdened by an assumed income which has an adverse effect on. their eligibility. — 

Contributions from charitable organizations or members of the family are 
also considered as income. This form of income is not a guaranteed source of — 
revenue but does provide the pensioners, on occasions, with an opportunity of — 
purchasing much needed clothing or to make an occasional visit to relatives. 
However, when such contributions reach the point where pensions must be 
reduced, very severe criticism arises and is well directed as with the present 
high cost of living and the low allowable income there is little if any surplus funds — 
in the pensioners’ possession to purchase decent clothing or to visit relatives. 

The rigid provisions of annuity income assessments also create hardship. 
At present, unless the funds are used for medical costs or funeral expenses, no — 
revision of the assessed income can be made. In Saskatchewan, where pensioners 
and dependents have the benefit of free medical services, it becomes almost. 
impossible to reduce the personal assets of a pensioner by these expenses. Time 
and again older persons use their funds to cover expenses of a legitimate nature 
and eventually exhaust their personal assets but find they have an annuity 
calculated as income which debars them from full pension. In most cases, the 
pensioners use personal assets to supplement their pensions due to high food 
clothing and rent costs, and yet no provision is made to reduce the personal 
assets accordingly and to recalculate annuities. 

Recovery of overpayments, either by suspension of pension payments or 
monthly deductions from pension cheques, creates many hardships for the 
recipient. Usually before the pension authority is aware of surplus earnings oF 
income, the pensioner has used the funds for purchase of ote or sie 
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payments takes place he finds himself in a very difficult position and in many 
‘cases becomes a burden on his local area. While every opportunity is taken 
_to explain the provisions of the Act and to point out that all income should. 
_be immediately reported, nevertheless, we must agree that older people are apt 
to forget and while the onus rests with the pensioner to advise the pension 
authority of any change in his circumstances, experience proves that he very 
seldom does so. : 

Recovery from estates of pensioners is again a subject of severe criticism. 
Some people believe that the pension is simply a Joan and if any estate exists 
upon death, the estate or members of the family will be called upon to repay 
the pension authority. It is felt that as long as recoveries are made from 
estates, transfers of assets will be a general rule, as it is obvious that by 
transferring assets the pensioner will have no estate from which recovery 
can be made. 

Inter-provincial charge-backs create quite an administrative problem. 
Pensioners take up permanent residence in another province, yet year after 
year the granting province must continue to bear the provincial share of these 
pensions while it is obvious that the funds provided. through the pension 
payments are expended in the new province of residence and certainly do not 
in any way benefit the province responsible for the payment thereof. It is also. 
noted that when a pensioner takes up residence in a new province, any accumul- 
ated wealth is taken to the new place of residence. 
No recognition is made with regard to extra income where parents have 
a dependent child or children. In many cases, a crippled son or daughter 
‘remains the responsibility of a parent and the cost of their maintenance must 
be included in the family budget. While it might be claimed that such dependents 
are a responsibility of the local area, nevertheless, funds either in the form of 
public assistance or from the parents’ income must be made available to such 
person. 
; This resume of administrative experience is given in general terms and does 
‘not refer to specific cases. Many hardships are evident due to the rigid method 
‘in determining eligibility with little or no discretion left to the pension authority, 
even though evidence of need is paramount. At present, the pension files are 
‘subject to audits conducted by provincial officials, members of the Staff of the 
Department of National Health and Welfare and the Auditor General’s Staff. 
‘Even the slightest overpayment must be recovered regardless of the pensioner’s 
ability to live on a reduced amount during the process of recovery, and it is 
‘only too evident that the present maximum award of $40.00 a month does 
‘not meet living requirements. 
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. Orrawa, April 29th, 1950. 


é ; 
Honourable John H. Srurpy, M.L.A., 

‘Minister of Social Welfare and Rehabilitation, 

Regina, Saskatchewan. 

Dear Mr. Sturdy, 

‘Mr. Arsenault, Clerk of the Joint Parliamentary Committee on Old Age 
peety has referred to me your letter of April 28th and the accompanying brief. 


: On behalf of the members of the Committee I would like to thank you very 
much for letting us have the benefit of your views on this subject. It is 
realized that the provincial Welfare Ministers are in a unique position to com- 
ment on the present plan in view of their close association with its administration. 
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Committee the opportunity of hearing a representative of your Department. 
If such is the case I shall write you about May 8th to suggest a suitable date. 


Yours very truly, 


(Sed.) Jean Lesage. 
JEAN LESAGE, M.P., 


Chairman, 
Joint. Parliamentary Committee 
on Old Age Security. 


ALBERTA 


DEPARTMENT OF PUBLIC WELFARE 
OFFICE OF THE Deputy MINISTER 


EDMONTON, Alberta, 


April 28th, 1950 
Dear Sir: 


We acknowledge receipt of your letter of the 6th instant to the Ministers ' 
the Honourable W. W. Cross, M.D., inquiring whether this Department wish 
to furnish the Committee with any information with respect to old age security. 
A matter that has occurred to us is the question of providing for old age 
pensioners who are being maintained in homes and institutions. According to 
our records, the average cost of keeping these people in institutions amounts to 
approximately $90.00 per month and in addition to this the pensioner is allowed 
the sum of $5.00 for his personal use, making a total altogether of $95.00 per 
month. His combined old age pension of $40.00 and provincial supplementary 
allowance of $10.00 per month is paid to the institution, and the balance, | 
amounting to $45.00, is paid by the municipality in which residence had been : 
established. The municipality in turn receives a grant up to an amount of 
fifty per cent of the cost, directly from the Province. From this it will be seen 
that of the total cost involved, the Dominion share amounts to $30.00, the 
provincial share $42.50, the municipal share $22.50. 


In addition to es, the Province provides hospitalization and treatment. 
services at its own expense to all recipients of the old age pension and their 
dependents. 4 


We are of the opinion that this is a type of case that should be considered _ 
by your Committee. 7 


Yours truly, 


(Sed.) A. H. MILLER. 
A. H. Miller, 


Deputy Minister. 


Mr. R. Arsenault, 

Clerk of the Committee, 
House of Commons, 
Orrawa, Ont. 
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} Orrawa, May 3, 1950. 
A. H. Miller, Esq, 
Deputy Minister of Public Welfare, 
Parliament Buildings, 
Edmonton, Alberta: 


Dear Mr. Miller, 

Mr. Arsenault, Clerk of the Joint Parliamentary Committee’on Old Age 
Security, has referred to me your letter of April 28th. ; 

Your letter raises the problem of financial provision for Old Age Pensioners 
maintained in homes and institutions and, in order that the matter may be 
brought fully to the attention of the Committee, I am having copies of your 
letter made for circulation to the members. 

| May I express to you our deep appreciation for bringing to our attention 
a problem which might not otherwise have been considered. 


Yours very truly, 


(Sgd.) JEAN LESAGE. 
Jean Lesage, M.P., ; 


Chairman 
Joint Parliamentary Committee 
on Old Age Security. 


| BRITISH COLUMBIA 
DEPARTMENT OF HEALTH AND WELFARE 


: ‘ Office Of The . 
= Deputy Minister of Welfare 
h Victoria 

S April 24, 1950. 
Mr. R. Arsenault, 
Clerk of the Committee, 

Committees and Private Legislation, 
House of Commons, _ 
; Ottawa, Ontario. 


Dear Mr. Arsenault: 3 

; With reference to your letter of the 6th instant to Honourable Geo. 8. 
Pearson, Minister of Health and Welfare, asking if the Department wishes to 

furnish the Joint Committee of the Senate and House of Commons with any 

‘information with regard to the study of Old Age Security measures, I regret 

the delay in replying. 

It was my hope that some direction could be obtained by this date, but 

‘both our Minister, Honourable Mr. Pearson, and the Premier, Honourable 

Byron I. Johnson, have been absent all month because of illness and it is not 

expected that either will be returning to office before the end of April. 

; The Chairman, Old-age Pension Board, Vancouver, has been co-operating. 
with the Canadian Welfare Council, Ottawa, and the Social Welfare Branch 

‘has been in communication with the Department of National Health and Welfare 
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in respect to submission of information that might be helpful in the preparation 
of the presentations to be made by the Canadian Welfare Council and the 
Department of National Health and Welfare.- In view of this, it is our feeling 
that it would be a duplication to make a submission directly to the Committee, 
but I am sugegsting to the Minister’s Secretary that the matter be brought to 
Honourable Mr. Pearson’s attention on his return to Office in case he may wish 
to go further into the matter. 
Yours very truly, 


(Sed.) E. W. Griffith. 
E. W. GRIFFITH, 
Deputy Minister of Welfare. 


HovusE or COMMONS 
CANADA 


! | | Orrawa, April 28th, 1950. 
EK. W. Griffith, Esq., 
Deputy Minister of Welfare, 
Department of et and Welfare, 
Victoria, B.C. 
Dear Mr. Griffith, 


Mr. Arsenault, Clerk of the Joint Parliamentary Committee on Old Age — 
Security, has brought to my attention your letter of April 24th in which you — 
point out that it has not been possible for the Honourable Mr. Johnson or 
your Minister to make representations on the subject in view of their illness. — 
I note, however, that the views of your Government and Department may be 
incorporated with those of the Canadian Welfare Council and the Department 
of National Health and Welfare. i 

Should your Premier or the Honourable Mr. Pearson wish at a later date 
to give the Committee the benefit of their observations, the members of the 
Committee will be more than pleased to have them. 


Yours very truly, 
(Sed.) JEAN LESAGE. 
Jean Lesage, M.P., 


Chairman, q 
Joint Parliamentary Committee 
on Old Age Security. 


YUKON ‘TERRITORY 
GC OCF 
ArMY MESSAGE 
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Fm J E GIBBEN DAWSON YT 


To R A GIBSON DIRECTOR NORTHERN ADMIN DEPT R&D OTT 
GRNC ‘i 


YUKON COUNCIL HAVE REQUESTED THAT THE FOLLOWIN | 
MESSAGE BE TRANSMITTED TO THE JOINT COMMITTEE 
OF THE SENATE AND THE HOUSE OF COMMONS ON 
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OLD AGE SECURITY RELATIVE TO THE STUDY OF THE 
MEANS TEST QUOTE THE COUNCIL OF THE YUKON 


TERRITORY NOW IN SESSION REQUEST FULL CONSIDERATION | 


OF A MEMORIAL SUBMITTED FROM THIS COUNCIL ON 
OCTOBER TWENTY-SECOND NINETEEN HUNDRED FORTY NINE 
AND FURTHER THAT DUE TO THE ABNORMALLY HIGH COST 
OF LIVING IN YUKON TERRITORY THAT INSOFAR AS THE 
PROVISIONS OF THE OLD AGE PENSION ACT APPLY 
EXEMPTION OF INCOME SO FAR AS THIS TERRITORY 

IS CONCERNED BE INCREASED FROM ONE HUNDRED AND 
TWENTY DOLLARS TO THREE HUNDRED AND SIXTY 
DOLLARS PER ANNUM UNQUOTE 


06/2355Z MAY JCEWC 


To His Excellency the Governor-in-Council: 


The Memorial of the Council of the Yukon Territory 
Humbly Sets Forth: 


Br IT RESOLVED, by the Yukon Council now in session, that His Becdlloney 
the Governor General in Council be memorialized as follows: 


Wuenreas, there has been a very sharp increase in the cost of living since 


‘the end of the war; 


AND WHEREAS, this increase has imposed great hardships upon people with 
low fixed incomes; 


AND WHEREAS, those in receipt of the Old Age Pension have been given no — 
pension increase commensurate with the increased cost of living; 


AND WHEREAS, the means test not only prevents some: recipients from 


receiving the full amount of the pension, but also prevents old age pensioners 


in general from supplementing their pension to any appreciable extent by 
outside earnings; 


THEREFORE, we the Territorial Council of the Yukon Territory appeal to 
the Government of the Dominion of Canada to increase the exemption from 
$120 to $360 per annum under means test provided under the Old Age Pensions 
Act at the earliest possible moment. 


- Passed—October 24th, 1949. 


(signed) W. A. Wardrop, 
Clerk of the Council. 
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MINUTES OF PROCEEDINGS 
WeEpNESDAY, May 11, 1950. 


The Joint Committee of the Senate and House of Commons on Old Age 


Security met at 4.00 p.m. Honourable Senator J. H. King and Mr. Jean Lesage, 
M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 


The Senate: Honourable Senators Burke, Doone, Farquhar, Ferland, 
Fogo, Horner, Hurtubise. 


The House of Commons: Messrs. Ashbourne, Benidickson, Beyerstein, 
Blair, Brooks, Brown (Essex West), Cannon, Corry, Cote (Verdun-La Salle) , 


Courtemanche, Croll, Ferrie, Fleming, Laing, MacInnis, Picard, Robertson, 
Shaw, Smith (Queens-Shelburne), Weaver, Welbourn. 


Hon. Paul Martin, Minister of National Health and Welfare, was also 
present. 


In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare; Mr. J. H. 


Brace, Chairman, Executive Council of The Canadian Chamber of Commerce, 
Mr. ie Crean, Director, The Canadian Chamber of Commerce and Member 
‘of Chamber’s Committee on Pensions, and Mr. D. L. Morrell, General Manager, 
Canadian Chamber of Commerce. 


Mr. Brace made a general statement, pointing out that their submission 


was being presented in the name of the Executive Council and not in the name 
of The Canadian Chamber of Commerce. 


Mr. Crean was called. He presented a brief on behalf of The Executive 


ancl, of The Canadian Chamber of Commerce. It was ordered that the brief 
pee taken as read and printed in this day’s Minutes of Evidence. 


Examination of Mr. Crean and Mr. Brace followed. 


At 6.00 p.m., witnesses retired and the Committee adjourned until Thursday, 


“May 11th, at 11.00 a.m. 


Ae 
| + 
a 
a 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


HovusrE or Commons, 
Wepnespay, May 10, 1950. 


The Joint Special Committee of the Senate and the House of Commons on 
Old Age Security met this day at 4.00 pm. Hon. Senator J. H. King and Mr. J. 
Lesage (Joint Chairmen) were present. Mr. J. Lesage presided. 


__ The Cuarrman: Order, gentlemen. This afternoon we have with us three 
representatives from the executive council of the Canadian Chamber of Commerce. 
They are: Mr. J. H. Brace, chairman of the executive council; Mr. J. G. Crean, 
_who will be our witness and who will answer questions put by members of the 

~committee—Mr. Crean was a member of the special committee of the executive 
council of the Canadian Chamber of Commerce on this very subject; and Mr. D. 

_L. Morrell, manager of the executive council. 


I am sure I express the opinion of the members of this committee when I tell — 

the gentlemen that we appreciate the fact that they sent us their views on the 

| matter. We also appreciate the fact they have consented to come here and give 
\ the members of the committee their comments and explanations. 


I believe that Mr. Brace first wishes to say a few words, before we get into 
the subject itself. 


Mr. J. H. Braces, (Chairman, Executive Council, Canadian Chamber of 
i Commerce): Thank you, sir. I have been trying to find out how to address a 
committee of this sort with a joint chairman, and I certainly pay my respects 
to the joint chairmen and to the honourable members present. 


I wish the committee to be clear on who is responsible for the submission of 
this brief. The Canadian Chamber of Commerce consists of some 640 local 
chambers of commerce or local boards of trade spread out across the country 
on Newfoundland to Vancouver Island. In addition we have non-voting 

~members—some 2,000 of them—corporate bodies within the country. To obtain 
4 a statement of policy or make a submission to a body such as this on behalf of 
i the Canadian Chamber of Commerce would have necessitated the preparation of 
a submission, presentation of it to all local boards, local chambers, and then 
having a two- thirds majority vote on the proposed submission. We were not 
able to accomplish that in the period since we, as well as others, began to take an 
oO in this question of a country-wide pension plan. 

im As an alternative, some little time ago, the executive council which is one 
of: the committees and really is the operating committee for the Canadian 
Chamber of Commerce between its annual meetings, set up within its own 
- membership a small committee which has been very active in recent weeks to 
develop what they thought would be an expression of opinion of the majority of 
~members of our chamber. After they had completed their thoughts they presented 
“them to the executive council of the Canadian Chamber of Commerce and the 
submission, of which I think you have all had copies, has been approved by the 
executive council. 
it It did seem to me to be only right and proper to say that we were not able 

to get the concurrence of the members across the country and to do so, of necessity 
ould have meant waiting until our annual meeting in September. I would 
expect that at that annual meeting this will be a subject of live concern to all 
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our members and I Hope that through this body, if it is at active, chiunah the ; 
minister, or through some other source, if we have additional submissions that — 
it will be possible for us to present them. 4 

Mr. Crean, was an active member of the committee hirsien’ all its 
deliberations and I think he can present it to the committee much more readily 
than can I. I am sure that he will be in a better position to answer ee ae 
which you might have. I thank you very much for giving us this opportunity of | 
explaining our position and I suggest that Mr. Crean move into more prominent ! 
view. 


Mr. J. G. Crean, Member of the Committee on Pensions, Executive — 
Council of Canadian Chamber of Commerce, called: | 


The CHarrMAN: Mr. Crean, I am sure the members of the committee would 
like you to give the highlights of your brief and any supplementary explanation — 
that you may wish to present. May I suggest that you deal with the brief in — 
sections, so that we may take one division at a time for the purpose of questions 
and further comments. | 


The Witness: Mr. Chairman, and honourable gentlemen, I would like to say — 
first of all how privileged I feel to be able to be here and meet with you this — 
afternoon and, at the same time, to have the opportunity of discussing with you 
the brief of the executive council of the Canadian Chamber of Commerce. “a 

I feel rather like the schoolboy who is going to write his first university — 
examination. I have gone through a lot of previous papers but I do not know © 
exactly quite what I am in for. 


Mr. Fiemine: You are among friends. 
The Witness: I think we are all in this together. 
T will now tender our brief. 


- To the Joint Committee of the 
| Senate andthe House of Commons 
on Old Age Security. 
Gentlemen:— 
In presenting this submission on Pensions, the Executive Council of The | 
Canadian Chamber of Commerce wishes to point out that due to limitations of — 
time, the thinking of member Boards of Trade and Chambers of Commerce on 
this important matter has not been incorporated herein. « 
Accordingly, this submission is not presented in the name of The Canadian 
Chamber of Commerce but in the name of the Executive Council only. We 
respectfully request that’ an opportunity be granted at a later date to present. 
a statement in the name of The Canadian Chamber of Commerce, should this — 
be the desire of the member Boards of Trade and Chambers of Commerce. 
Undoubtedly, this matter will receive consideration at the Chamber’s next — 
Annual Meeting on September 12th, 13th and 14th, 1950. 3 
Summary a 
This submission recognizes a growing publie demand for old age pensions in 
some form or other and suggests, as an exploratory measure, that, if the Canadian 
people are prepared to make the necessary contributions, a national basic pension 
of $30 per month be paid by the Federal Government out of current revenue 
to all Canadians of age 70 and over. 
A plan of-this nature means (a) the removal of any ‘Means Test” from 
the distribution of old age pensions at the Federal level, and (b) that con- 
tributions to meet the cost of such a plan be on a universal basis, that is, all 
citizens must contribute. No specific proposal is made as to how the required 
amount will be raised. 
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__ The meaning of the terms, security and welfare, have been expanding and 
changing under the pressure of events over the past few decades. Whatever 
other ends and objectives may exist in our present society these terms as they — 
are now loosely used rank high in importance in the minds of many citizens. 
__ In facing the issues involved in any consideration of social welfare, the 
) Executive Council of The Canadian Chamber of Commerce recognizes that the 
welfare of the people, broadly defined, has always been an important objective 
in a democratic society. Our aim is to determine the method which will best 
achieve the maximum welfare in the light of present conditions. 
, At the present stage of exploration and discussion it is only to be expected 
that certain questions yet remain unanswered—questions which business men 
from coast to coast should consider carefully in order to take a position on 
specific proposals that come within the omnibus heading “security”. For 
example, there is the fact that “peace” in its nineteenth century connotation 
cannot now be assumed. As military preparedness is of great significance, and 
if federal outlays for this purpose are of an expending character, then having 
regard for the capacity of the Canadian economy, is military security compatible 
with nationally finance domestic security? . 
There are so many diversified elements making up the over-all term, 

“business”, that difficulty emerges in stating a detailed position. However, it is 
the view of the Council that a general position may be taken concerning the 
current proposals. It might be pointed out that in technical discussions the 
term “welfare” is an all-inclusive term which embraces pensions, unemployment 
assistance, child care, health programs. and the like. In dealing with one 
sub-division of the over-all heading it must be fully recognized that the position 
of the Council is not prejudiced nor do we imply approval or disapproval at this 
stage of other proposals falling within the heading of “welfare” that are of no 
present concern. The fact, however, that the current interpretation of welfare 
ls, from a financial point of view, a redistributive process on the part of both 
federal and provincial governments, draws attention to the sources of revenue, 
“their impact on different classes of the community contributing to the revenues 
-and the limited aspects of any redistributive program. 

| Broadly speaking, there are two general methods of providing for pensions. 
‘The first is the one usually associated with the term, namely, a form of deferring 
current consumption, and has implicit in it a funding arrangement. The other 
type of “pension” suggests payment to some specific group out of current revenue 
or income. 
; Each of these two classifications raises implications which must be taken 
“a ito account. In the first case, a person included or subscribing to such a scheme 
‘sets aside a portion of current income to assure its use at a later date. This 
‘procedure in its wide application, reduces current spending for consumption 
“goods but does allow for the accumulation of funds which may be applied to the 
-ereation of capital which is, of course, necessary to an expanding economy. Any 
plan involving a funding arrangement, particularly when such a plan includes a 
contributory scheme operated by the Government under which an individual’s 
‘vontributions are credited to his account, is open to the danger that administrative 
costs will be high and that a large fund might be uneconomically accumulated. 
“Pay as you go” seems more realistic under current conditions. 
4 In the second classification where pensions are paid out of current income 
‘an example will indicate the implication. If pensions are increased suddenly 
then the pensioners would have a command over the national stock-pile of goods 
. services to a far greater extent than before the increase. By the same 
woken there would be less available for others. It follows that the current labour 
force, in order to maintain the same standard of purchasing and spending, must 
roduce more than they have done hitherto in order to remain at the same 
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position. It might be noted here that this is not in accordance with the current 
trend towards shorter hours. The cost of any pension plan must be borne by a 
labour force which is growing smaller in relation to the numbers of those who 
have passed the peak of their productive capacity. | 

There are a number of arguments for and against government intervention 
in the problem of old age pensions and the like. This raises the fundamental 
question of the role of government in a free society. This is a topic which the - 
Council does not deal with at this stage but reference is made to the Chamber’s © 
policy as approved at the 20th Annual Meeting. 

In an official statement under the heading, ‘Freedom of Enterprise”, the — 
following policy is stated: “Social security must not become an end in itself. — 
We must beware of looking to the State to provide security to the extent that | 
the individual loses incentive to provide for himself...The Chamber recognizes — 
the responsibility of the individual in a free society to exert every effort to solve — 
his own economic problems and deplores the growing tendency to look to govern- 
ment for help im every difficulty. Approval of the principles of social welfare 
does not mean that it is the business of the State to provide those services which 
are proporly the responsibility of the individual.’’* , 

Dealing specifically with existing pension programs, it is possible to examine ~ 
them in four particular groups. The Council notes four channels of procedure — 
for the solution of the problem of providing some measure of security against — 
the major hazards of life. These four channels are not by any means mutually ~ 
exclusive and they are: 

1. Individual savings, which may be facilitated by personal insurance 
plans of a character appropriate to the particular circumstances. 

2. Savings, generally in the form of insurance or pensions plans, in which 
the individual is assisted by his employer; sometimes the employe 
may bear the entire cost. J 

_ 3. Voluntary welfare and assistance services maintained by private” 
donation, sometimes with the financial co-operation of the government. — 

4. Government assistance, i.e., state financed plans to provide for the 
individual and his family. 4 


Of these groups the Council is specifically interested in the fourth point, 
namely, government assistance, that is, state financed plans to provide current 
income for the individual and his family. 4 


The Executive Council of The Canadian Chamber of Commerce reiterated 
its belief that every effort should be made to encourage thrift and personal 
incentive and that no step should be taken which would discourage these virtues. 
The Council is, therefore, gravely concerned about the present high level of 
taxation. 


At the same time, the Council realizes that if there’is a general desire 
for a national pension, then ways and means must be explored for its implementa-_ 
tion. In the light of the above, the Council believes that the amount necessary 
to meet the cost of any eovernment pension plan should be obtained by means 
of a universal contribution specifically designated for the purpose. Also it 
must be recognized that an item of expenditure of this character has a tenden oy 
to assume a fixed or rigid position in the governmental expenditure pattern in” 
the country. 

Without complete knowledge as to the amount Canadians are prepare 
to contribute to a plan of this nature, the Council suggests, as an exploratory 
measure, that a national pension of $30.00 per month be paid by the Federal 


*“The Platform of the Canadian Chamber of Commerce, 1949-50”, pages 13 and 14. 
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~ Government out of current revenue, raised specifically for this purpose, to all 
_ Canadians of age 70 and over.* This will provide a basic pension of $30.00 
p per month, to every Canadian of 70 or over, which can then be supplemented 
_ by private enterprise and thrift. The national pension is simply a_ basic 
foundation. 

1 The Minister of National Health and Welfare has indicated that in 1951 
_ there would be an estimated population of 674,500 age 70 or over, and that 
on a universal basis, free of “Means Test”, the cost of a pension of $30.00 per 
— month would amount to $242,820,000. The Federal Government expended 
in the year 1948-49 on Old Age pensions (including pensions to blind persons) 
$66,764,000. It is evident, therefore, that it will be necessary to disburse an 
_ additional $175,000,000 on this basis for the vear 1951. It must be considered 

also that this amount will increase rather than decrease over the years. 

In considering revenue raising devices for this purpose, we must not overlook 
the fact that when the number of those benefiting exceeds the numbers of 
those who pay, then political pressure for continuation and increase of the 
benefits grows irresistible. An intolerable position of this kind must be avoided. 

The payment of the basic minimum by the Federal Government does not 
necessarily exclude the possibility of provincial governments supplementing ~ 
this pension. , 

i With regard to the suggestion outlined above, there are two points that 
_ merit attention and concerning which a position is taken. These are noted 
_ under appropriate headings below. | 


“Means Test 


The suggested program provides for the abolition of the “Means Test” 
as it is considered that the ‘‘Means Test” is discriminatory and penalizes the 


a 


_ thrifty. It is anticipated that there would be recovered some portion of the — 
_ old age pension to those in high income brackets through income taxation. 
' The citizens of Canada have already accepted in principle the payment of 
pensions to those with limited incomes or no incomes at all. The elimination 
4 of the “Means Test’? would undoubtedly mean that many elderly people would 
endeavour to continue making a contribution to the productive capacity of the 
- country. There is already a precedent for the payment of benefits from the 
state without “Means Test” in the distribution of benefits under the “Family 
— Allowances Act”. Morever, the adoption of a “Means Test” is a constant 
_ .temptation to citizens to make false declarations of income in order to secure 
the maximum benefits. 

: Charges 

.- It is expedient to make it apparent to each citizen that a share of his 
a annual contributions to the Federal Government goes towards the provision 
of annual welfare benefits. This should provide, to some extent, an automatic 
on check on demands for increased social welfare beyond the willingness and 
capacity of the citizen to pay. 

© Respectfully submitted, 

ue J. H. BRACE, 

* Chairman, Executive Council, The Canadian 


Chamber of Commerce. 


SS tes IP RAs 


*The suggested program calls for an age limit of 70 as presently in force. The reasons 
for not calling for a lowering of this age limit are (a) the cost of pensions mounts alarmingly 
below age 70. (According to the Minister of Health and Welfare, there will be in 1951, 
1,101,400 people age 65 or over in Canada as compared to 674,500 age 70 and over. The 
difference in the cost of a $30.00 pension would be approximately $154,000,000) (6) as our 
life expectancy increases and as ‘our population ages it will be increasingly necessary to keep 
our senior citizens active in productive capacities. Nothing should be done to lessen the 
incentives to those between the ages of 65 and 70 who are able to continue as productive 
members of society. 
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The Wirness: I would Spas as Mr. Lesage ae asked with the first section a 


and say that there were two fundamental backgrounds which we felt had to be 
taken into consideration by every Canadian citizen and certainly by any 
Canadian government. The first was in connection with military security as 
opposed to welfare security. If I use the term welfare I think you will note from 
the brief that we have admitted we are not quite sure that we know what welfare 
means. I think you will all agree that welfare means a lot of different things to a 
lot of different people. I quite frankly am using it in the rather loose sense. I 
would hate to have any one ask me exactly what welfare means. 


First of all, as I say, there is the matter of military security. I do not even 
need to highlight the problems which we have with us in the world today but I 
think there is one point which is very germane. At the present time the Ameri- 
cans are spending something between $12 billion and $15 billion on armaments 
per year. We are spending, I believe in our present budget, somewhere in the 
neighbourhood of $450 million which, on a per capita basis, does not rank any- _ 
where near what the Americans are doing. | 

That scemed to make us think that in any welfare scheme that was insti- 
- tuted in the country that we had to take into account the possibility, and 
unfortunately we did not feel it was a very remote possibility, that our defence 
expenditures were going to be materially increased in the not too distant future. 

The next point was that roughly speaking this country is dependent upon 
foreign trade to the extent of 33 per cent of our national income, or perhaps a 
little bit less than that. We have no hold over our foreign customers to make 
them buy Canadian merchandise other than the fact that we hope Canadian — 
merchandise is priced right, the quality is right, and that the dollars are available — 
to pay for them. Therefore we felt that quite apart from any influence we, as 
Canadians, might have, the paramount influence will be from buyers of our ~ 
products who provide us with roughly one-third of our national income. 


Those were the two fundamental backgrounds we tried to keep in mind as _ 


we were going along and doing some thinking on this subject. 

The next section to which I would like to pass has to do with pensions as a ~ 
whole. I think it is fair to say that im a welfare scheme such as this, the pension 
is in itself, from a financial aspect, a redistribution of the national income if you | 
can look at the national income in a period of one year. 

Now there are two types of pensions. In one an individual, or a group of — 
individuals, puts so much money aside. Over a period of years, a fund which ~ 
draws interest accumulates and then it is gradually used up after a certain age— 
generally known as the retirement age. That has some rather serious aspects 
when you look at it from anational viewpoint. I think I can best illustrate that 
by quoting a Swiss banker whom IJ met the other day. Switzerland I believe now 
has that type of national pension. The total national debt of Switzerland is ~ 
quoted as being 10 billion franes. Within a period of two years they have already _ 


accumulated 400 million frances in this particular pension scheme. The gentleman , ~ 


was very worried, being a banker, and [ think the rest of the citizens of Switzer- ~ 
land are going to be worried 3 in a very indirect way, that within a matter of five — 
to ten years “that 400 million will have equalled the total national debt of — 
Switzerland. They are going to have a very great deal of trouble finding invest- | 
ments for the normal accumulation of savings—life insurance premiums and — 
so forth, if this pension plan fund builds itself up to an amount equal to the ~ 
whole national debt. a 
The other type of pension is the one in which you have a redistribution 
of income taking place roughly within a given period—say one year. In other 
words the citizens of a country as‘a whole, by one means or another, lay aside 
so much of their “real money”. ven 
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_. I would like to call it “real money” but I do not wish to get into a 
discussion about finance because I am not capable of discussing it, and you 
will pardon me for using the expression “real money”. By laying aside that 
_ real money they can buy their means of living in later years. 

Now I think we might possibly take the next section. 

The Cuammman: Would you prefer that members question you now? 

Mr. Rogertson: Let him finish. ; 

The CHamman: Very well. 


The Witness: As you know, the Chamber of Commerce, and we of this 
committee, felt strongly that Canadian citizens as individuals should assume 
where possible their own responsibilities for taking care of their own, shall 
_ we say misfortunes—such as sickness, and for other old age and all other types 

of risks which we run as human beings. We felt therefore in our submission 
that this proposal was an exploratory one. We used the term “basic”—basic 
in the sense that it would not in any way destroy the sense of responsibility in 
the individual; that wherever possible he should take care of those types of 
security which he was able to do. I would like to emphasize the necessity of 
- maintaining the sense of responsibility of the individual citizens. His own 
sense of responsibility, as it applies to pensions, may be exercised in three 
_ ways. There are many variations of these three ways but I think these are 
the fundamental three: the first is by actually going and buying an annuity 
_ policy either from the government or from an insurance company: the second 
_ is to be a member of a group which through its employer, works out a scheme 
_ whereby as members of the group they reach a certain age, they retire, and 
receive a certain pension; the third method is the voluntary assistance or services 
which are maintained, sometimes by private donations—in other words the — 
_ groups which spring up automatically and I think for example of the Friendly 
_ Societies which have existed in England for a great number of years. 
The final one which is the subject of our submission and which as I 
- mentioned earlier as the basic one, was the federal old age pension scheme. 
_ Now we recognize that such a scheme necessitated annual expenditure and 
; annual expenditures of this kind become relatively fixed and rigid portions of 
_ the expenditure pattern of the federal government. ) 
r I would hate to feel that our country would institute a welfare plan of this 
nature and then find it impossible to carry it out. We took that very much 
- into consideration and as an exploratory measure we have suggested that the 
- pension payment should be made at age seventy, to the extent, on a federal level, 
% of $30 per month to all Canadians. I do not need to go into the figures. You 
t 
; 
; 
te 
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are all familiar with the very able speech the Honourable Mr. Martin gave 
_in the House in early March—but we did feel if we were going into a federal 
_ plan of this kind that it had to rest on the basis—and this is absolutely funda- 
' mental to our brief—that the citizens of Canada should contribute as a whole 
_ to the payments that are made as pensions to the older groups in the community. _ 
_ We did not feel that it was our position to lay out in detail ways and means 
4 of raising the money which is to be paid over to the older age groups of this 
_ country; but we certainly had very much in mind the statement which was 
_ made by the Minister of Finance on our present budgetary situation which, 
I believe, is in very delicate balance at the present time. We also had in mind 
_ that any lowering of the economic health in this country would throw our present 
budget very much out of balance. We also had very definitely in mind that if 
_ Canadians wanted to have a pension’scheme and were willing and able to pay 
for it, there was no reason why they should not have it. But we wanted to take 
_ this step as an exploratory measure because we knew of no one who could 
_ definitely say how much Canadians as a whole were willing and able to pay 
ey for a pension scheme. We are sorry we did not have an individual with that 
knowledge on our group, but we talked about it quite widely and we were not 
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able to find one, so we felt we had better take a very small step and see how | 
it worked out. Tam emphasizing all the way through this is a first step. We 
want to see how it goes and we want to see if Canadians are willing and able 
to pay over those contributions. I believe that if this submission is adopted we 
would then be playing with an expenditure of between one and two per cent of 
the total Canadian national income, which is quite a lot. 

Now, there is one other thing which definitely stems from a universal — 
pension plan and that is the abolition of the means test, and we feel if you are 
going to have a national pension plan it is not fair to continue to have a means 
test; and surely it is not putting Canadians in a bad position to tell them you 
can have what you are willing to pay for but you are going to pay for what you 
get. There 1s no magic in being able to pull the payments for pensions out of 
the air. I firmly believe, and I know my committee do, that it just cannot 
be done. 

With that, Mr. Chairman, I will close my remarks. I would like to thank 
you for your kindness in listening to what I had to say. 

The CHarrMAN: I believe there are six points: the first point raised by 
Mr. ‘Crean was on the budget, the present Canadian budget with special attention — 
to military expenses and the income that comes from the export trade. The — 
second point was that of a comparison between a system involving the building © 
up of an insurance fund as against a pay-as-you-go system. The third point 
made by Mr. Crean was not to destroy the sense of responsibility in individual — 
citizens, and he gave four ways of saving for the future. 

The Witness: There are three ways. 


The CHAIRMAN: Yes, three ways and the fourth way would be a basic — 
Government pension system. The fourth point was providing a pension of $30 — 
at seventy years of age and in Mr. Crean’s view that would be the first step, 
and we could then see if the people of Canada are willing and able to pay for — 
their own pensions. The fifth point is that contributions should be paid by all — 
Canadians. And the sixth point is the abolition of the means test. Is that a — 
correct summary, Mr. Crean? a 

The Witness: That is right. 

The CrarrMan: Are there any questions or comments on the first point? 


Mr. Crouu: It is going to be very difficult to do. Mr. Crean is well able ~ 
to look after himself. Now, suppose we wander afield and see what we can — 
find out. 

The CHAIRMAN: We discussed that Haeeten at the committee this morning — 
and it was decided that the questions would ‘be asked on each point at a time — 
so we would have an orderly discussion. I am not going to be very strict about t 
it, but I just want to have an orderly discussion. ; 

Mr. MacInnis: I think what was decided at this morning’s meeting was — 
that we would follow the same procedure we followed when we had the Depart- | 
ment of National Health and Welfare witnesses: a paragraph would be read 
and explained and then we would ask questions on that paragraph. Instead © 
of that being followed this afternoon the witness before us put the whole of his 
statement on the record and then you told us to ask questions. That makes it 
a little more difficult, Mr.Chairman. “i 

The CHarrMAN: At a certain moment I tried to stop the witness and call 
for questions, but I was prevented by what seemed to be the unanimous wish 
of the committee. I am in your hands, gentlemen. ! 

Mr. Fueminc: I think we are getting on very well. I do not think there 
is any difficulty in adjusting our questions to those stages Mr. Crean has 
developed in his brief. | 


Re vice ; Y 
re! ms $ May I ask one question? Mr. Chairman, I take it that the basis of the brief 
which the executive council has submitted is that we are in a period now when 
it may be difficult to take major steps. My impression, and I would like Mr. 


xy 


of the factors he mentioned in this basic step he speaks of and regard them, 

j using the expression on page 1, as an exploratory measure—which I take it is 

_a tentative measure—while we go on and measure the capacity and willingness 

of the people to pay for measures of similar security. Is that the approach 
of the executive committee? 


is it, and I do not think any Canadian feels that this country is not going to 
grow; and I mean grow, not in the number of ciphers that you put after 
a figure in the statistics, but grow in real wealth and real income. | 

. Mr. Fiemina: Can you enlarge on that at all, Mr. Crean? You mentioned 
_ three. factors, one is the heavy expenditures for military preparedness, the 


_ now, and the third was our export. trade. Would you care to enlarge on that 
further as to how long we must think of our approach as being confined for 
_ the moment to an experiment for an interim period. 
| The Witness: I do not want to burden the question, Mr. Fleming, but my 
_ feeling would ‘be as soon as those who are administering the Act and having to 
_ do with subsequent legislation feel that it has gone past the experimental stage. 
In other words, as soon as they feel that we have digested what has already 
been put into effect— | 
Mr. Crotu: Have we not digested what we have in effect at the present 
moment from our. budgetary surplus we had from year to year and the 
; budgetary surplus we expect next year? ) 
The Wirness: I would probably think you had, but the present expen- 


et eee 


that we may have not only a considerable drop in revenue—it is quite possible— 
but we might have increased expenditures on military measures in the future. 

= Mr. Crow: In the future? 

The Wirnsss: Maybe this year. | 

The CuHarmMan: You mean in the near future? 

The Wirness: Yes, in the very near future. 

Mr. Crotu: We have budgeted also for this year, but you are thinking of 

_ the years immediately ahead. 

a The Wirness: We have such things as supplementary estimates, from 
time to time. | 

4 Mr. MacInnis: You are talking about revenue and expenditure. Do you 

mean to say by that that there will be a drop in the production of the goods 

and services which go to make up the living of the people, that the real wealth 

of Canada is to drop, not as you mentioned a little while ago the wealth 

represented by a number of ciphers at the end of a line of figures, but the 
real wealth of the country as computed in goods and services?. Do you think 

there is a possibility of some drop in that? 

oe The Wrrness: In my industry, two years ago, we were exporting at the 

ate of $3 million a year. 

7 -Mr. Brown: What industry is that? 

The Witness: The hat and cap manufacturing industry. And right now 
we are exporting at the rate of not more than $100,000. 
Mr. MacInnis: It is in that sense that you mean a drop in real wealth. 
hat is what I mean too. 


aie OLD AGE SECURITY 611 


Crean to comment on it, is that for the present we should have regard to some | 
The Wirness: That is right. We do not say for one moment that this — 


_ other was the delicate balance of expenditures and income in the federal treasury © 


_ditures and the present economic health of this country seem to make me feel 
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By Mr. Laing: | - 

Q. How old is that experience, Mr. Crean?—A. That drop has taken 
place since 1949. 

Q. Is it due to the dollar shortage?—A. Due to the dollar shortage and. 
competition also, but mainly the lack of dollars. 

Mr. MacInnis: It is possible that we may be in a position where we have 
more hats and caps than we need for each individual? Would it be possible to 
- arrange our economics so we could shift the people who cannot work making 
hats and caps to producing homes and food and such things as that? 

The Wirness: I think I am away out of my depth. 

Mr. Brown: Is a great deal of your loss of business due to export or local | 
consumption? 

The Wirness: I was speaking of export, sir. 

Mr. Brown: Export, that is what I thought. 

Mr. Crouu: Perhaps barter would be useful. 

The Witness: I am trying a barter deal now but they will not play. 

The Celene Gentlemen, we are involving ourselves in a discussion on | 
economics. : 


By Mr. Croll: 


Q. Just one question following what was said. I do not think the © 
witness mentioned our contribution to military expenditures. As I recall it, 
our contribution to military expenditures is about 17 or 18 per cent higher than — 
the American or maybe 30 per cent. Do those figures strike you?—A. You 
mean of their budget? 

Q. Yes.—A. Does that American figure include their veterans’ allowances, e 
do you know? j 

Q. It does not include our veterans’ allowances.—A. I know our Abie does — 
not, but I was wondering if the American figure did. q 

Q. I do not think so. I think that figure is the net—I think that figure, if — 
I recall, is perhaps at the moment higher than any other comparable country — 
in the western world except the United States and Great Britain. Is that — 
right? Can you answer that question?—A. No, I am not capable of answering — 
that question. 4 

Mr. Brown: In connection with page 1 of the brief, you state that if the — 
Canadian people are prepared to make the necessary contributions, a national 
basic pension of $30 a month be paid by the Canadian government out of | 
current revenues to all who are seventy and over. } 

The CuarrMan: That is the fourth point, Mr. Brown. j 

Mr. Brown: That is on the first page. I am talking about page 1 of tha 
brief. 

The CHAIRMAN: But it is a brief résumé. 

_ The second point is the comparison between the building up of an insurance 
fund and the pay-as-you-go system. Mr. Crean was giving us the experience — 
of one of his friends in Switzerland. : 


The Wirness: That is correct. 


> 


By Hon. Mr. Fogo: 

Q. What is the suggestion of the Chamber of Commerce? Is it for a 
pay-as-you-go system or for a funded system? Have you any suggestions 
to make about that?—A. This is not a submission by the chambers ‘of com- 
merce, it is only a submission by the executive council. That fact is very 
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important. I know it is difficult for us—I‘am coming to your question, Senator 


te 
: 
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Fogo—it is difficult for us because we have a membership going right across the 


dominion. This submission is being given by the executive council and we do 
_ not want to give the wrong impression that we are speaking for the chambers 


of commerce as a whole. We hope that we may be able to speak for the 
chambers of commerce as a whole after our annual conference in Banff, 

Q. I did not understand whether your committee was advocating one thing 
or the other?—A. We lean towards a transfer within one year, or approximately. 

Q. That is, by a raising of taxation?—A. That is right. 

Q. In any year of the amount of money required in that year to pay the 
pensions?——A. That is correct. I think you get over two things by doing that. 


- You get over-an awful lot of bookkeeping, and to some extent you get over a 
change in the real value of our Canadian dollar bill. 


Q. I am not questioning the correctness of your view; I just wanted to 


know what it was—A. We lean towards the second one. 


By Mr. Brown: 
Q. What would you do in the case of a depression or a recession? —A. That 
is why we do not want to make any step which we would not be able to carry on. 
Q. Would you have in mind the setting up of some sort of reserve?— 


_ A. Our thinking has not gone along to that stage. But your suggestion seems 


~—— * 
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rather a logical thing to do. We do not know how to put it together. We have 
no opinion on that. 

The CuHatrmMan: That is a question of cyclical budgeting. 

Mr. Brown: When may I ask my other question, Mr. Chairman? 


By Mr. Croll: 

Q. You feel that the $30 basic or exploratory pension would carry us 
through under all circumstances?—A. You are talking about the years to come? 
Q. Yes—A. No. 

Q. Well then, what does your suggestion of $30 mean?—A. It means we 


would start with $30 and maybe in two or three years time this committee or 
some other committee might review it and find out whether $30 was working 
out all right, or whether it could not be increased. 


Q. Do not worry about that, that will happen soon enough. Let us see 


_ the other side of it. Do you contemplate a decrease when you suggest $30?— 


_ A. Our committee did not. 


Q. Then you say that under all foreseeable circumstances you think that 


; $30 is a safe figure to use for the future?—-A. I did not understand your question? 


a 
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Q. Yes.—A. Yes, we feel that. 
Q. You feel that? 


By Mr. Cannon: 
Q. Upon condition that it is on a contributory basis?—A. Definitely. 
Q. And not out of current revenue?—A. Out of current revenue raised 
specifically for the payment of pensions. 
Q. That is what he means; earmarked for that purpose. 


By Mr. Brown: | 
Q. Under our present scheme in which we have the means test it does not 
seem probable or possible for an individual to exist on that $30 a month; so 


there you have to have some other program besides your contributory $30 per 


month scheme. 


4 
” 
ie 


A. If you can raise the revenue, I am all in favour of it. I 
do not believe you can. 
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Q. You can from the individual’s point of view. You will agree with me — 
that the everyday individual could not exist without some other income than ~ 
the $30 a month, in our present way of living and our present prices and | 
economy’? —A. I agree with you that it is most undesirable; but I am afraid © 
that some people are forced to. 


Bar Grou? 

Q. Do you not suggest on page 7 that payment of a basic pension by the 
federal government does not necessarily exclude the possibility of provincial 
governments supplementing the pension?—A. That is quite right. I thought 
we were talking about the federal one. . 

Q. At the time you suggested it you had it in mind, You know the pen- | 
sion now is $40?—A. Yes; but $10 of that is provided by the province. 


By Mr. Brown: 
Q. Depending on the province.—A. British Columbia pays up to $20. 
Mr. Croiu: Up to $50. 
The CuarrMan: We are on the third point. 
Mr. Fuemine: What was it, Mr. Chairman? 


The CHAIRMAN: Sense of responsibility and ways and means for providing © 
for old age. 


By Mr. Fleming: 
Q. I am waiting for a chance to ask my question on the. hes point. Tg 
got a stronger impression in reading your brief about the pay-as-you-go basis — 
than I derived from your remarks and I understood you are laying great — 
emphasis on the basic provision of $30 per month to be met strictly out of | 
current revenue——A. That is right. Current revenue is defined as being revenue — 
which is raised specifically to pay the pension. A 
Q. Would you develop that suggestion, please? You said that you felt the — 
people of Canada should contribute as a whole. Will you link those two — 
thoughts together; the idea of the people paying as a whole and the idea 
of setting aside some revenues specifically, or ear-marking them, for the pur- — 
pose of making this basic provision which you speak of?—A. I would like to 
feel about the people of Canada that they can have whatever pension, and > 
whatever sized pension they want to pay for. And coupled with that thought 
is the way of raising the revenue to pay for those pensions, so that as far as 
we are able we can collect the money necessary to pay for those pensions 
from each individual in Canada. Our particular committee did not feel com- 
petent to go into the ways and means of specific taxes; we definitely have not 
done that. But I think you can say with some dares of dogmatism that if. ; 
everybody in this country is going to contribute towards a pension scheme, 
then the taxes which are going to be imposed in order to raise that money nie 
be not only direct but indirect as well. . 
Q. I do not want to press you on a question which you may feel is rathe 
beyond the scope of the decision of your committee, but I gathered in speaking 
of the method by which you are going to raise the money currently to provide | 
this, or to make this basic provision of $30, you had in mind something 4 
little different from the way it is being done now, today, when it is being taken 
out of taxes?—-A. It is fundamental in the brief. We may not have made it 
quite clear, but I think it is fundamental to our brief. ‘sell 
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ke By The Chairman: 


f Q. May I give you an example? The pension of $30 at age 70 would cost, 
in 1950, around $225 million. That would be the expenditure. The current 
_ expenditure towards our means test system this year is about $100 million. It — 
is $99 million as a matter of fact—(I mean the federal part—excluding the 
blind; only for the old age). That would mean finding a way to raise $125 
_million—A. Yes. 

(. We could obtain $100 million from an additional 2 per cent sales tax. 

That would be an indirect tax. Do you say that we should ear-mark—we would 

_have our money then—but do you say that we should ear-mark a 4 per cent 
_ sales tax towards the payment of old age pensions? Is that your contention if 
~ we adopt such a system? | 

Mr. Brown: Where do you get that 4 per cent? 

The CuHatrmMan: 4 per cent would yield $200 million. 2 per cent would 
give us $100 million. But we need $200 million, therefore I ear-mark 4 per cent. 

The Wrrness: I mentioned a few minutes ago that we had in mind that — 
the raising of the money in this particular suggestion should be on the basis 
of not only direct taxation but indirect as well, and probably should be a 
combination of the two. 


By Mr. Ferre: 
@. You want two systems?—A. No. 
The CHAtRMAN: No, two sources. 


By Mr. Brown: 
; Q. You approve of the imposion of a sales tax?—A. Personally, or from the 
standpoint of the committee? 
3 @. No. Would your executive be agreeable to that?—A. I cannot go that 
far. We do not go any further than saying that we feel that the money should 
_ be raised. by direct as well as by indirect taxation. 


By Hon. Mr. Fogo: 7 
: Q. Why do you say that? What is the merit of saying that it should 
_ be raised by a tax as distinet from general revenue?—A. We think that Canadians 
as a whole should understand that they can have whatever social welfare they 
are willing to pay for. 
‘s Mr. Brown: But if you have this indirect, they do not get a chance. 
‘ Hon. Mr. Foco: Let us get closer to it. What it the merit of ear-marking 
a tax and saying to the taxpayers: you are paying so much for old age pensions, 
and with the rest of your taxes you are paying for general governmental ex- 
_ penditures?—A. In the hope that they will understand what it is costing them to ~ 
get what they are going to get in this pension. . 
| Q. All right. One more question: then this specific tax in your mind would 
be applied only to the people who are now direct tax payers.—A. You mean 
the direct portion? 


‘a? . a oe 
« — 


ie Q. There isa certain percentage of the people in this country who pay 
income tax?—A. That is correct. ; 
-- Q. They are a relatively small proportion compared with the whole?— 


_A. That is right. Ris 4; 

~_ Q. You say this should be collected as a contribution from all the people 
in this country, but you mean only from those people who pay income tax ?—- 
SA. No, No. Because if you have indirect taxation you are going to collect a lot. 
re  Q. 1 am talking about the direct part of it—A. Yes; that would not 
necessarily mean we are only talking about the direct part; that would nev 
62207--9 
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necessarily mean only those people who pay income tax because that would be | 
in the hands of the people who are actually going to draft this legislation. — 
They might feel it desirable to include in it all those people who are having 


payroll deductions. { 
Q. But what do you think?—A. As I mentioned before, we deliberavely ; 
did not go into the details of how this tax should be raised. 
Q. But you do appreciate the problem— —A.I see it very ae ; 
— of saying all the people but meaning merely that part of the people 
who pay the taxes?—A. We appreciate that very clearly. I think that as a 
matter of policy in our brief we say that the Canadian people as a whole 
should be prepared to make contributions towards this pension scheme. — 


By Mr. Picard: | 

Q. Your way of doing it would only be through indirect taxation because 
through direct taxation you would be getting only “those who pay income tax; | 
and many of them are exempt for quite a large amount. So through direct 
aH you would not be getting at everybody.—A. We are quite well aware — 
of tha 

Mr. Brace: I do not know whether you call it direct or indirect taxation : 
down in Quebec. We have direct taxation, in my opinion, in this hospital tax 
of 2 per cent, and this other tax by the province of 3 per cent. | 

Mr, Picarp: That is indirect taxation. 

Mr. Brace: You may call it that but I think it is very direct. 

Mr. Picarp: Yes. 

Mr. Brace: Pretty direct so far as I am concerned. | 

Mr. Picarp: May I ask a question of Mr. Crean, Mr.-Chairman. 

The 'CHAIRMAN: Yes. 


By Mr. Picard: 

Q. Would you consider that the income of all citizens, no matter whether ~ 
it is $200 or $300 or $600 a year, should be taxed by, let us say, 1 per cent or — 
2 per cent to meet your aim of direct taxation on the whole of the people ~ 
of Canada? That might be one solution for what you say you want to reach by 
direct or indirect taxation of all the people of the country. —A. Would not that — 
be an extremely regressive tax? 

(). I think so, but I would like to get an expression from you of your opinion 
of it—A. I think it would be an extremely regressive form of taxaton and in my 
own thinking we should be somewhere in between an extremely regressive tax an 
an extremely progressive tax. 

@. But what you are aiming at is raising the money used for this purpose by 
a direct or an indirect tax on the whole of the population, is that it? 

The CHarrMan: By direct taxation. 

Mr. Picarp: By direct taxation? 

The ‘CHArRMAN: On the whole of the population, yes. 

Mr. Picarp: How are you going to reach the whole of the population unless 
you tax all of them? | 

The Wirness: We agree to that, and that is why we say that it probably 
should be both a direct and an indirect taxation scheme. 

Mr. Ferrite: Would you have a wage tax and a production tax, would you 
tax all wages and all production; would that be what you would do? 

Mr. Brown: That would be like the Australian system. r 

The Wirness: I know that I am not an expert on taxation matters, and 
begin to realize that this afternoon. 7 
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The CuarrMan: We are all pretty much in the same position with respect 
of this matter. You will appreciate that one of the problems facing this com- 
mittee is how to find the money. 

Mr. Crouu: Just let me get that taxation matter clear. 
_ The Cuarrman: I am sorry, Mr. Croll; I believe Mr. Fleming and Mr. 
Laing have asked for the floor. 

Mr. Crouu: All right. 

The CuarrmMAn: Mr. Weaver, I think, has a question at the moment. 


; Mr. Weaver: I would like to ask the witness how he proposes to deal with 
the question of eligibility for benefits? 

The Wrrness: Well, I would think the Department of Welfare would have 
an answer to that which would be much better than mine; that is what they are 
concerned with, and I would think they should be able to give us a guide on that 
point. I will be very frank and say that that is one of the points which we did 
‘not have time to consider or discuss. 
| The CuarrMan: As I appreciate the situation, Mr. Crean, you are dealing 
now only with the main point at issue, the pension; would that be correct? 

The Wirness: That is correct, yes; but I am not trying to get out from 
under any of these questions. When I don’t know the answer, I am going to 
tell you so. 


The CuHatrMAN: I think we would make better progress if we were 
to give the floor to one member at a time. 


: 
4 


¢ By Mr. Fleming: 

; Q. Mr. Crean: I would like to go back once more, just for further informa- 
tion, to this item of payment out of current revenue; that is the expression you 
‘used, current revenue; and I gather from that that you do not suggest that we 
‘just dip into taxes for the payment of this basic pension, you expressed a 
a preference for a form of tax that will be both direct and indirect as a taxing 
operation. Now, as you no doubt know, the federal revenue at the present time 
is derived 59 per cent from direct taxation and 41 per cent from indirect taxa- 
tion, so that in substance your proposal for paying out of current revenue is 
not very far removed from the present federal scheme. 

_ _ A. I could not speak for the committee on that because we did not get down 
‘to that much detail, but I am prepared to speak for myself because I do know 
what I think about taxes. I think you would have to go into that quite 
‘thoroughly. I would be quite happy to sit on a committee of the Chamber of 
‘Commerce, and there are a number of our members who know a good deal 
about taxation, and to give the whole matter thorough consideration and decide 
whether and the extent to which it could be a regressive or a progressive tax, and 
‘to endeavour to work out a method of taxation which in our opinion would 
ensure equity. 

: The CHairman: Mr. Laing. 

+ By Mr. Laing: 

_ Q. The point that I wanted to establish with Mr. Crean was that I think we 
all fully appreciate that what he is attempting to do here is to bring home to 
every Canadian that benefits of this kind are going to have to cost somebody — 
‘something, someone has got to pay for them, and that anything in that direction 
‘is bound to be accompanied by inevitably regressive taxation.—A. I don’t agree 
with that. 

 Q. I beg your pardon?—A. I don’t agree with that. 

- Q. You do not agree with that?—A. No. 
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Q. The way the consolidated revenue fund operates today shows that the 
cost of carrying on the government in all its many phases is paid out of those 
two forms of taxation, isn’t that so?—A. Yes, I realize that, but that is a very | 
different matter than if you did it all by income tax. That would be more - 
progressive. 


Hon. Mr. Feruanp: What is progressive? 
The CHAIRMAN: The witness used the word first. 


By Mr. Croll: 

Q. I presume any proposal of further taxation is regressive.—A. Speaking 
personally, I would certainly say it was. 

@. I want to ask the witness something about the suggestion here on page 7 — 
of his brief. You are aware of the proposal made in 1945 by the government? 
I am sure you are——A. Yes, but only in a very general way. 

@. Well, all right. Well then, let me ask you this: have you given any 
consideration to people below the age of seventy?—-A. Yes. 

Q. It is a common practice in business, we know it only too well, and also 
in the government, to retire people at the age of sixty-five—A. Yes. 

Q. Have you any views on that particular point?—A. Well yes, I have q 
sometimes I have wished it started at less than sixty-five on a personal basis. ; 

Q. Yes, we all do; but there is still a problem there. Have you any views 
you would like to give the committee on that?—-A. My view would be that if 
you were to start 1t at age seventy then as you go along you could find out 
whether you could enlarge it to take in a lower age group.—A. Let us suppose” 
that we start with age seventy now and see how it would work; say we take in™ 
only people age seventy and over for the time being—A. Unless you are going to 
be able to raise more money you are not going to be able to do anything for them. — 

Mr. Brace: Might I say a word on that, Mr. Chairman? q 

‘The Cuarrman: Yes, Mr. Brace. 


Mr. Brace: I would like to bring that point very seriously to the considera- 
tion of this committee. We have one major factor which is confronting people, 
at least in North America, and I think pretty generally across the country, where - 
modern medicine, improved hygiene and all those things have come into account; 
and the insurance statistics indicate very clearly that a great many more people 
are going to reach the age of sixty-five and the age of seventy who will still be 
able to live active healthy lives than has been possible for people who reached 
the ages of sixty and seventy in the past; and I think it is going to be a respons-— 
ibility for industry and business to take a new look and reverse the step 
which they took some ten or fifteen years ago of moving down the life span of 
workmen from age seventy and age sixty-five. I think we are going to have to 
find employment for those people who are still employable and who can still 
turn out goods beyond the age of sixty-five and beyond the age of seventy. 
think that is definitely in the picture today, and we will have to plan to retain 
some of the people within the working group beyond the age of sixty-five which 
we consider the retirement age today. 

The CHarrMAN: Mr. Shaw. 


Mr. Suaw: Is there not a trend definitely and directly away from that 
position now? Men of forty-five are having a hard time finding employment, 
men in many lines of enterprise today. x 


Mr. Brace: I quite realize that as the demand for labour declines the 
problem becomes more definite, but I do believe from the standpoint of national 
economy we have got to maintain as many people who are capable of producing 
as we can in the shop. 


» a, 


Mr. SHaw: But you would not suggest any direction compelling employ el 
to employ people in those age groups? 
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~ Mr. Brace: I would say there is a definite responsibility on the part of the 
employer to find work for his employee beyond the age of sixty-five if he is still 
able to contribute. 

Mr. SHaw: Of course, Mr. Chairman, industry is concerned primarily in 
the production of commodities and they are more particularly interested in mass 
production and economical production. After all, what they are in business for 
is to make money, and you cannot expect through moral suasion to prevail upon 
business management to keep men in employment. : 


‘The CuarrMan: You mean by that that younger men give better production? 


Mr. Suaw: Yes. While I have the floor, Mr. Chairman, there are a couple 
of questions I would like to ask. | 


By Mr. Shaw: 


Q. In the brief the witness refers to the pension being paid to all Canadians 

age seventy and over. I would like to ask the witness, if I might, by what 
method he arrives at who are Canadians age seventy and over?—A. I presume 
you are using the word Canadian in the legal sense? , 
; @. I am just using it as indicating residents of Canada. What I want to 
know more particularly is this: in using that title Canadian just what did you 
have in mind that it would include; what are the qualifications of a Canadian 
resident, shall we say?—-A. As I mentioned before, we have not gone into the 
details of it, but I do not think, speaking absolutely ad lib now, without the 
facts before me, the fringe people who might be classified as not real Canadian 
citizens are going to be very many. That is why I said a little while ago that 
I think the Department of Welfare know who they are and would be able to 
look after that phase of it one way or another. We did not simply take and use 
the term Canadian in any narrow sense. We intended it to include all classes 
of people who are resident or living in Canada during their active lifetime, at 
least for some little time. But I do not think it would be easy to define what 
I have in mind. 
; The Cuarrman: I believe, Mr. Shaw, that the witness told us that the mem- 
bers of his committee have not been able to give much thought to the details of 
this submission. We have given much more thought to that specific point than 
he has already because we have studied residence and citizenship qualifications in 
all the major countries of the world, so we are in a much better position to make 
a decision on that point than the witness would be. 

Mr. Suaw: I do not want it to be thought that I was being critical, I was 
merely endeavouring to find out what he had in mind in the use of the term there. 
; Mr. Cannon: I think it would be fair to say, Mr. Chairman, that in using the 
term Canadian there they have used it as applying to social security benefits such 
“as we now have in Canada. | 
~The Wrrness: I would think that would be approximately correct—without 
knowing the details of what those terms actually are. 


a By Mr. Blair: aes 
 Q. Let us go back to something that occurred at the first. You evidently 
approve of a day to day system of financing and you are not going to build up a 
fund—A. We lean towards that. 

_ Q. Then you spoke of the importance of 334 per cent export trade and Mr. 
Brown brought up the problem of recession. How are you going to pay in a 
period of that type? Would it not be a time when people would need the money? 


—A. I agree. 
~ Q. Then, it does not seem reasonable; and we have all been taught about 


the question of a rainy day. First, people are going to need the money more than 
ever, and yet you do not insist on any arrangement being made for the rainy 
day or the period of recession or the period of the loss of export trade, and I am 
4 


-, 
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quite concerned about the question which Mr. Brown brought up. I think that in~ 
a period of recession old people are going to need that money more than they 
ever did. Can you explain why you want to carry this on a day by day system > 
rather than by building up a fund which would take care of a possible loss of | 
export trade or, the word used by Mr. Brown, recession?—A. I would like to— 
bring that back to the question of how much Canadians are willing to pay. 
Your question strikes me as being a very good one and, possibly, if we had thought 
a lot more and been more specific—which we deliberately were not—we would 
have included some things and said that possibly the amount which would > 
have to be collected would be something over and above actual payments. 

Q. That is changing it; you are building up a fund then?—A. I admit that, 
but I do not suggest for one moment that we go into all the details. I admitted to 
you it was a thought which we did not consider. I admitted it is a very good 
thought—but I again come back to the fundamental point of the brief which is 
what the Canadian people are willing to pay. : 

Mr. Furemine: What are they willing to pay? 

The Witness: I do not know— that is why we should have an exploratory 
period. ; 
Mr. Buatr: In your briefs you mention age seventy. I personally have 
found, and I have gathered the information over several years, that all people 
are not going to live to seventy and eighty and that there have been a great many 
people disabled between the age of sixty-five and seventy—disabled through 
old age. What are you going to do with those people? I have found people old 
at sixty-five and not so well able to work as some people who are seventy or 
seventy-five. I refer to the ages 67, 68, and 69—especially in women. 


Mr. Brace: That question was addressed to me? 
Mr. Buatr: Yes. 


Mr. Brace: Our expert witness already drew to your attention the fact that 
we believe provision for old age should come from a number of sources. First, 
and fundamental, from personal thrift. Second, largely in industry and business 
pension plans have to be developed for employees—and I think these things 
should come before we get to the point where we are taxing the people so that 
at age sixty-five or seventy—wherever it is— there can be some basic pension 
made available to them. . 

‘I quite realize that there is that area below seventy and below sixty-five, 
and even some below sixty and fifty-five where we are no longer able to work. 
However, I do not think you can put, in a measure of this sort, a provision 
that you will take care of all cases. I do believe that we have been looking 
at this in a wrong way when we say that at age sixty-five production will cease. 
I think people who are able to still produce, in the interests of the national 
income, should have jobs made available for them. Below seventy, it seems to 
me, some other means would be provided rather than that we should get into 
an area of providing a basic government pension then. I do not think this 
country can afford it to begin with. I think these other things have got to corm 
first. 


: 
, 
; 
; 
4 


By the Chairman: 

Q. Mr. Crean, do you say that you do not believe that along with your 
basic pension we should have a system of means test pension for total and 
permanently disabled persons from sixty to seventy, or take it at sixty-five?— 
A. Taking it from sixty-five, surely that is another problem. We are a 
about strictly old age pensions. | 
Q. Well a disabled person at sixty-five is certainly an old age person? 


Mr. Buatr: Disabled due to old age? 
The Witness: We are not saying that he should not be looked after. 


% . 


~ 


- 
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.. By the Chairman: 

SS nn No, but you are completely against the means test?—A. That is quite 
correct. 
Q. Would you be against the means test, even for those persons, on a 
federal-provincial participation basis—and this does not reflect my view now, 

I am just asking the questions? 
Mr. Buatr: I will accept that as what I was trying to find out. 


By the Chairman: 
(). My question follows along the lines of Dr. Blair’s question? —A. May 

I premise my remarks with your finale? 

Q. Yes.—A. I would like to say this. We feel that in abolishing the means 

_ test at age seventy we are going to have to raise a lot more money. We feel, 

_ having in mind the two basic points which we presented at the start, that that 

it is quite a chunk. On the other hand, if this committee or any group feels 
that it 1s quite able to raise money to take care of people from sixty-five to 

_ seventy who because of old age are incapacitated, then there is no reason why 

_ that cannot be added. We do not deny for one moment the problem of people 

who are destitute between the ages of sixty-five and seventy. 

. Hon. Mr. Kine: There would have to be some kind of a means test? 

4 Mr. Brace: As I understand it you have a means test for the blind, is 
not that true? 

The CHarRMAN: Yes. 

Mr. Brace: And you do provide relief for the blind? 

The CHatrMan: Apart from old age. ; 

Mr. Brace: I am answering Dr. Blair’s question a little further but it would 
seem to me you could augment the plan to provide for people who are physically 
incapacitated through other means than blindness. You do not have to stop 

at sixty-five but you could go down to sixty or fifty-five or fifty. However, 

that seems to me to be outside the problem of old age. It is incapacitation. 

The CuHarrMAN: The reason why we ask you the question is because you 

_ suggest paying at seventy only. 

Mr. Brace: Right. : : 
| The CuarrMAN: But the general concept in industry now is that industry 
considers people over sixty-five too old to work? 

| Mr. Bracz: I am taking the view that industry has got to take another look 

mat it. 

| The 'CuarrMan: You are in a better position to conyince them than even 
we are. | 

Mr. Buatr: I have seen people who are old at sixty-five, sixty-seven, or 

sixty-eight, and that is what concerns me. 

4 Mr. Brace: We have quite a few working in our company. 

| Mr. Bram: I aim talking about people who are not able to work due to age. 

3 Mr. Brace: That is where the means test comes in—for people under 

S seventy. 

Mr. Buarr: You would suggest a means test? 

Mr. Brace: Yes. 


= Toe 


Na By Mr. Cannon: oat 

7; Q. Mr. Crean, my question has to do with raising money, which is one of 
the big problems we have to face. You say that the money may be raised from 
‘two sources, direct or indirect taxation. As far as direct taxation 1s concerned 
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we have seen that among the methods used in other countries there is a social 
security tax, a payroll deduction, and a contribution of so much by the — 
employer and so much by the employee. I understood you to say that your 
committee has not gone into detail, but is this committee here to take it for 
granted that your committee has no recommendation to make as to the desirability 
of either of those approaches—the social security tax or the payroll deduction? 
—A. Specifically, yes; but we thought we had better leave some work for some 
other people. 

@. You have no recommendation?—-A. No recommendation at all. | 

The CHarrMAN: You could not agree? 

Mr. Brace: It was too big for us. 

The Witness: I would not say that we could not agree. 

The CHairMAN: I see what the position is. 


Mr. SmirH: I would lke to leave Mr. Cannon’s field and go back to Dr. 
Blair’s questions. My question is more in his field than the other. I get from 
your brief two points. First that the pension should be $30 a month to people of | 
age seventy, paid to everyone and therefore without means test, and also as — 
our system is now, it shall be paid out of the national revenue. Does that mean, 
therefore, that you people consider it is more important to spend $175 million 
more in order to bring everyone in on the basis, regardless of means, than it is 
to provide some more millions of dollars to a lowered age limit of say sixty-five 
to provide for some of the cripples Dr. Blair has talked about? 


Mr. Buatr: Not cripples. 
Mr. SmirH: But does the brief mean that your thinking is along those lines? ] 
The Wirness: As an initial or exploratory step, yes. We would have said — 
the other thing if we had thought it. 


By Mr. Smith: 

Q. You therefore consider it more important to pay me $30 a month than — 

it is to raise someone else’s pension? I ask this partly because I think it is worthy 
of thinking out by others?—-A. You say that you want to raise so much money ~ 
and it is a question of where you are going to spend that money? . 
Q@. That is' it—A. I would have to answer you personally on that. F 

Q. I wish you would.—A. Because I feel I am going to go right back to — 
what we started with. I feel that if Canadians are willing to pay that money 
out, they should be taxed, but I do not know whether they are willing. 


Mr. SHaw: What are you going to do, take a plebiscite? 
The Witness: If you take a plebiscite they would all agree on it. 


Mr. Ferrie: That is the question I asked you. Are they willing to pay or 
can they pay? 


The Witness: You have a national income of $13 billion dollars, and it all 
depends on how you are going to cut the pie. | 


Mr. SmirH: Might I just make one more comment? I think that the brief— 
will be at variance with the people I happen to represent. I think there are more 
people in my constituency who would rather see more help given to those in. 
real need than for them to pay more in taxes to give me or the witness a pension. — 


By Mr. Picard: J 

Q. I have two questions. The first one is on the question of a basic pension: 

of $30 at seventy years of age. You say this should be on an exploratory basis 
and later on we might amend it after we have seen how it goes along. I would 
like to know what you mean by that—as it goes along? Who will be deciding 
judge and what will be the deciding factor?—A. I do not mean to be flip in this 
reply but I would say, parliament. | a 
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_ Q. Do you mean after we have established the exact cost of pensions, is 
that what you mean? You say on an exploratory basis, do you mean after we 
know exactly what it will cost?—A. And I would presume that you would take 
into account what your budget would be for the following year. 

Q. That is another thing. Now, you come on a much larger field; if the 
amount you will give is dependent on the budget of the country, you might have 
to lower it. But you would not go any lower than $302?—A. No. 

@. But you would not raise it unless the budget shows a surplus in one year? 
—A. You are assuming then; you mean that your budget surplus would pay for 


_the increase? 


Q. I do not mean anything. I am asking you. I am asking what you mean 
by, as it goes along. What do you mean by that? You say it is to be on an 
exploratory basis, and after we have seen how it goes along, we may raise it or 


_ not.—A. I can tell you what I mean very shortly. It surely has been the history 


of this country and probably the history of England and probably that of the 
United States, that as those other countries have developed they have been able 
to take measures which come under the ominous term of security to a greater 
extent than they took in the years gone by. 

Q. So I understand that you condition any rise in this pension on the 
development of the country or the further wealth of the country, or the pro- 
ductive capacity of the country—A. I think that would be a fair statement. 

@. You do no base it on the cost because we already know what it would 
cost in Canada to give $30 a month to every person at seventy years of age, 


and we also know how much it would cost to give $30 to every man at sixty- 


five. That is not what you mean?—A. I do not quite follow vou there. 
@. I am trying to find out on what you condition your increase to $35. 
For instance, if in five years. there is a proposal to increase the pension to $35 


or to lewer the age to sixty-five years—or suppose that right away there is the 


proposal to give $35 or $40 at age sixty-five—Now, would you give that amount 
depending on the wealth cf the country, or what?—-A. I would like to answer 
vou by one example that might lead to it, and this is not a general answer. 
A specific example might be, if we are having a good deal of economic health 
in the country. and the government felt that we are going to be able to 


reduce taxes a geod deal, then it would seem to me that the capacity and 


willingness of the citizens of Canada to pay a higher pension plan might very 
well be taken into consideration. That was an example. 

~ QQ. Take the reasons mentioned by Mr. Blair a moment ago to the effect 
that people need more than $30 a month fer the elementary things in life, if 
taxes could not be lowered you would not give them that $35?—A. I do not 
agree with that at all, sir. I still come back to the point that whatever 
pensions are paid, whether they are cn a means test basis or on a basis of a 
universal pension, they still have to be paid by us as Canadians and I do 


not mean in the narrow sense, but the general working population of the 


le 
’ 


£ 


country have to pay it. | 

Q. You mean the income tax payers?—A. Uo, because there are a lot of 
people who produce a lot of wealth in this country who do not pay income 
tax. 

Q. But an increase to $35 could net be given no matter how much these 
pensioners needed it unless the country had a surplus. I am following along 
Mr. Blair’s questioning—A. I was trying to preface my remarks by saying 


I would give you an example. ; 
4 Q. But I am trying to get your ideas. We want to know what you mean 


in the brief, and that is a very material point—A. I agree it is a material 
point and we have it in the brief, on one occasion anyway, that we do not 
know how much Canadians are willing and able to pay. I do not know how 
much you believe that the London Economist is a reputable and sane paper, 
but they have been running several articles for some time which would lead 
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one to think that the amount of payments that are being made into the © 
central treasury and then in turn being paid out in welfare payments is 
vere than the country as a whole is going to be able to stand or willing to 
stan 

©. Willing to stand?—A. Yes. 

@. But how would you cope then with the necessity of looking after — 
these people so that they will not become destitute or a charge on the country? | 
We have to consider that they have to receive enough to at least eat and be — 
clothed—A. I am not suggesting for one moment that it would not be a great © 
_ thing if we could look after everybody in this country who is destitute or | 
hardup because of any reason whatsoever,:but at the present time we have 
to do it out of a national income of $13 billion, and it becomes a@ question 
of how to cut the pie. 


By Mr. MacInnis: 


@. How much would the national income of $13 billion be per capita of 
the population of Canada?—A. There are roughly thirteen million people in 
the country. 

Q@. Yes.—A. So it is a question of division. 

@. $1,000 a head, that would be about $5,000 a family.—A. That is right. — 

Q. Evidently some families get $5,000 or more than $5,000, and on the © 
other hand many other families do not get $5,000—A. I agree with you — 
entirely. 4 

@. That brings me to my next Mere where you refer to military — 
security on page 2, you write: a 

Having regard for the capacity of the Cantar economy, is military — 
security compatible with the nationally financed domestic security? 


Do you believe that in the world as it is today you can get military — 
security unless you have general domestic security? That is the question that — 
is facing the world today. 4 
The CuHarrMANn: I ask Mr. MacInnis if he is making a statement or asking a — 
question. 4 

Mr. MacInnis: I am asking him if domestic security is not shan important © 
or perhaps more important than military security? 

The Wirness: We cannot get absolute military security nor can we get 
domestic security when we are depending upon foreign trade. 

Mr. Brown: How can you have domestic security without military security? — 

Mr. Rosertson: We cannot have one without the other. , 


By Mr. MacInnis: ; | 

Q. One other question. Looking to the brief, it recommends—and this, I 
believe, is the only recommendation in it—a pension of $30 per month payable 
to all persons over seventy. I am not suggesting that that is domestic security.— — 
A. Neither are we, sir. | 
Q. But it is admitted—Mr. Brace, I think, admitted it, and I think Mr. 
Crean did too—that there were a great number of other people below the age of 
seventy who because of old age or other reasons would have to be provided for.J 
Where are you going to get the revenue to provide for those peoply?—A. May I 
ask a question? Are those people being taken care of now? 


The CHAIRMAN: No, they are not. 
Mr. MacInnis: That is the reason for this committee, that they are not. 


The CHairMAN: They are in some ways other than on government old age or 
invalidity pensions. 
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Mr. Crouu: They are on public assistance in municipalities. 


The WITNEss: I was not sure of that, but that is what I thought. 


By Mr. MacInnis: 


Q.. Do not some people pay taxes to take care of people below 70, and also 


have to pay taxes to take care of people who are above 70?—A. I could not 
answer that. 


The CHamrMan: Your question is along the same lines as Dr. Smith’s 
questions. . 


Mr. MacInnis: But that does not invalidate my question. 


_ Mr. Rosertson: I do not think they do, because in a municipality the tax is 
levied on the property whereas the federal government levies it on the income. So 
I would say there is quite a difference and that they do not necessarily pay it. 
It comes from the people, but not from the same group of-people. 


The CuarrMAN: That is a discussion between members. Are there any other 
questions, Mr. MacInnis? 


Mr. MacInnis: I shall leave it at that. 
The Cuarrman: Mr. Ferrie, you have been trying to ask your question for | 
some time. 
By Mr. Ferrie: 
Q. The point I want to get at is: how did you get this basic pension of $30 a 


month? Did you take into consideration that the federal government, through 


taxation or through contributions out of the federal set-up would be paying $30? 


Or were you taking into consideration some contributions by the provinces to 
~ make $30 a month?—A. In this proposal we are discussing I think we say there 


should be a contribtuion on a federal basis, and at the same time that does not 
preclude the provinces making some payments. I am not going to suggest what 


type of payment they should make towards the pension. / 


Q. How did you get at that basic pension of $30? How did you bring out 
that quota of $30 per month in your own mind?—A. You mean: why did we take 
$30 instead of $25 or $35? 

Q. Yes. How did you come to take $30 as the basic pension? —A. Sometimes 


it is very difficult to tell exactly how a figure is arrived at when one is sitting 


around a committee table. Sometimes you cannot just say who made the 
suggestion of $30. But I think in settling on that figure we had in mind roughly 
that if we accept 1 per cent or 2 per cent of the national income as being a 
reasonable figure, then the $30 pension would be a first exploratory step. 

Q. Did you come to the conclusion that you could not go over 2 per cent of 


_ the national income?—A. No. We know that we can go over it, but we are not 
‘sure that we will not have too much difficulty in collecting the taxes . 


Q. You feel that you can go over 2 per cent of the national income for the 
payment of a social security program of this kind?—A. We are not sure that the 
Canadian people are willing to go over 2 per cent. We do not know. 

Q. But my point is that the Canadian people are willing. Now, you are 
connected with an organization, so we feel we should ask the question: do you 
feel that the people are willing?—A. Do you feel that the people are willing? _ 

Q. Oh yes, I know the people are willing; but can they afford it? That is 
the whole thing.—A. You know the people are willing ; I am just trying to get your 
thoughts. You say the people are willing to do it; but can they afford it? What 


is the division? 


Q. I will give you an illustration, if you like. People are willing to go into 
a free hospitalization medical care scheme in the southeast portion of the province 


of Saskatchewan. But in the first year they went $59,000 into the hole and in 
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the second year they went $69,000 into the hole. However, they are still willing. — 
—A. Then it may be said that they are actually not paying for what they are | 
getting. 

Q. There is the point. That is what I want to ask you. Are you, in your. 
organization, willing to say that the people of Canada can pay through your 
organization to set up without any means test the very pension you ask here? 
In your brief you ask to have it set up without any means test. Are you willing 
to say that it can’t be done from your organization? You are will to say that — 
it can be paid for?—A. We feel reasonably confident that the citizens of Canada _ 
would be willing to allow themselves to be taxed to the extent of the over-all 
picture 1 or 2 per cent to pay for this proposal of old age pensions. 

Q. 1 or 2 per cent?—A. We feel that is a step which they would be willing 
to take. I do not say willing, but able. I am rather a bit confused about what 
you mean by that. 

@. I think somebody made a statement here a few minutes ago that if you 
took a referendum you would have a large majority in favor, but that large 
majority would not know whether they could pay. They are like you. They 
would not know whether they could or could not pay for the pension.—A. I think 
that is a very good point. In fact, I think it is a very excellent point. 


By Mr. Croll: 
Q. And what is the answer?—A. Take a very small step in the beginning and ~ 
then see what happens. 


By Mr. Ferre: 

Q. We have taken a step here now. We have the best system. We have 
studied most of the systems in the world that amount to anything and we think 
that we have the best system. I think you will admit that we have the best 
system that there is in the world today. Then you come along and say: Do 
away with the means test.’ We still have the means test. Are you willing to ~ 
say that we should do away with the means test, and give the pension to every- — 
body and then leave taxation to pay for 1t all?—-A. That is the brief. That is 
what the brief says. . 

Q@. Are you willing to stand by that brief? Because your statements are noel } 
what the brief say. wey I am awfully sorry if my statements are not what the 
brief says because I have been doing the best I can to stick with the brief. 


The CHAIRMAN: Have you got any other questions, Mr. Ferrie? 
Mr. Ferrite: You do not need to tell him not to answer me. 
The CHAIRMAN: No. | 
The Wirness: I would like to have a session with you, Mr. Ferrie, some 4 
evening. I think we would have a lot of fun. fi 
The CHAIRMAN: Have you any other questions, Mr. Ferrie? . ss 
Mr. Ferrie: No. Thank you. ’ 
The Cuarrman: Now, Senator Fogo? q 


By Hon. Mr. Fogo: 

@. I think perhaps Mr. Ferrie touched on the point I had in mind. But : 
as I understand the proposal, it is to pay $30 a month pension at the age of 70 — 
to all persons, to all Canadians, or to all people. That differs only from the — 
present system in respect to the age limit of 70 and the amount of the federal © 
contribution being $30. But why the point that it should be payable to all — 
persons, not only to those in need? I have not yet discovered why this committee 
thinks that $30 should be paid to everybody in the country rather than only — 
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_ to those who are in need of it. I am thinking of someone outside this room who 
_ has an income of, let us say, $10,000 to $20,000 or $30,000 a year. Why should 
he get $30 a month from the federal government which has probably been con- 
tributed through general taxation, or derived out of specific levies? It does not 
make any difference. Why should we pay that man who has an income of 
$25,000 a year? Why should the federal government pay him $30 per month? 
That is a question I thought you might answer.—A. We feel that the means 
test does two things. We feel that it penalizes those who are thrifty because 
those who are not thrifty get the same amount. ‘ 
Q. This man I am thinking of is thrifty. He is a smart fellow. You do 
not have to worry about him. We are not penalizing him. 


By Mr. Fleming: 

Q. You are talking about the whole Canadian body politic—A. The 
second point is that I think this means test does provide a constant tempetation 
to the Canadian citizen to make a false declaration. I know that on more than 
one occasion I have fallen to temptation—not on a means test. 

@. But would you go so far as to say that there should be some limit on 
the income of the proposed recipient of this government gratuity?—A. No. 

@. Why should a person who has an income of let us say from $2,000 up to 
$5,000 a year—why should the dominion government, or why should any goy- 
ernment pay him a pension? 

7. Mr. Brown: Family allowances are paid to him. 

The CHatrMAN: May I ask a question along that line? Has your com- — 
mittee given thought to the following possibility: you know that presently there 
is a $250 exemption, a special exemption for people over 65 years of age, and 

_ $250 for maried people, that is, $500 if the couple is married. Pardon me— 

q Mr. Cannon: “$500? 

: The CHAIRMAN: $500 each? 

| Mr. Cannon: Yes. 

| The CuarrmMan: What is the possibility of discontinuing this special exemp- - 
tion for people receiving old age pensions on a universal basis? That would 
answer Senator Fogo’s objection because they pay more than they receive, and 
therefore they would lose in the deal. 


The Wirness: I am no tax expert, but I am learning. 


TY By Mr. Cannon: 

Q. In that connection, one thing I wanted to ask you, Mr. Crean, is: I was 
thinking of, let us say, anybody with a taxable income of over $500, apart from’ 
his exemption, and I thought that anybody with a taxable income of over $500 
would be charged for the old age security; that the old age pension that he 
received would be added on to his income tax; so that anybody with a taxable 
~ income of over $500 would not get any old age security, and would not in fact 
~ get any old age pension. I think that Mr. Crean would probably say that their 
idea is that everybody ought to get it, and I would like to have that suggestion 
on the record. 

The CHAIRMAN: Have you any views you would like to express on that 
point? 

‘ The Witness: My answer would be purely personal, but I would say 
that all through your income tax structure at the present time there are certain 
‘basic deductions which are the same for a man who earns $10,000 and the man 
who earns $100,000; isn’t that correct? 


The CHAIRMAN: Yes. 
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Mr. Croutu: That is correct. 

The Wrrness: Is there any reason for a man A) has that $100,000 — 
income to have the basic exemptions? 

The CuarrmMan: Oh yes, I see what you mean. We ae be here until 
morning if we were to start a discussion on that. There is a social reason for 
that. 

Mr. Brown: We just want to find out in a general way what industry in 
Canada thinks about old age pension schemes, and industry is represented here 
today by the executive committee of the Canadian Chamber of Commerce. 
We could get into a lot of detailed discussion that certainly would not be very 
helpful. That is a purely personal matter and so far as I see at the moment 
it is out of order. 3 

The CHatrMAN: Yes. I see Mr. Weaver has been trying to get my atten- — 
tion for the last half hour. Mr. Weaver. a 

Mr. Weaver: Mr. Crean said he did not know how much Canadians as a 
whole were willing to pay. He represents a very important body of Canadians, 
he can tell us at least how much they are willing to pay. 

The Wrrness: I cannot, because this brief was sumbitted from the executive: — 
council. The executive council people are quite willing to pay this amount. 7 

Mr. Picarp: ‘When did you hold the last election of your executive council? 

The Wirness: Unfortunately, it was last October. 

Mr. Picarp: Well then, you are still in-office. 

The Wirness: I want to make it perfectly clear that we are not here — 
representing the Canadian Chamber of Commerce, we are here representing | this 
present executive council. : 

Mr. Crotuu: Well, it is a very'helpful brief. 

Mr. Wraver: Well, Mr. Chairman, this is a very important body here toda | 
representing industry— 

The CHairMAN: It does not represent industry, it represents business — 
Industry will be here on Monday in the presentation of the brief of the Canadian — 
Manufacturers Association. | 

Mr. Weaver: However that may be, Mr. Chairman, they do represent a — 
very important body across Canada, sufficiently large to represent the major — 
share of business who after all are the ones who pay a major part of the taxes, — 
and the most important proposal we get from them is this suggestion for a © 
universal contribution. I think it would be very much worthwhile, if they would — 
be interested, for them to reconsider the brief and put it in in more complete 
detail; and, if they would do that, and possibly arrange to come back later on 
and vive us more detailed information, that would be something which would 
be very helpful to this committee. o 

The Witness: Might I ask how long you are sitting? 

The Cuamrman: Tonight we will sit until 6 o’clock. We will most probably 
end our hearings by the end of May. 

The Witness: If you were to say to me: I want you to go and study and 
work out a tax scheme like that, I would not be prepared to bring in a brief by 
the end of May because I would want to prepare a brief which I felt was 
reasonably sound and that would involve so much exploratory work that I - 
simply could not do it in that length of time. If you want me to go out and hire 
somebody to do it, I suppose that could be done in case the Chamber of Com-— 
merce should decide to hire people to do this work for them. I would much — 
rather sit down and try to work it out myself. That is the only way I can 
answer you. I could not bring you in something by the end of May, I pola 
could if I did nothing else. 
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p Mr. Weaver: I think there is a gap. 

The Wirness: You mean, in this brief? 
Mr. WeraAvrER: Yes. 
| The Witness: We admit that. 

Mr. Weaver: I think it is important that we should have a more complete 

answer from a body of opinion of the kind you represent. I would welcome 
an opportunity of being able to do it for you but I know what my personal 
conditions are and I am not prepared to undertake it. 

_ Mr. Fiemine: I wonder, Mr. Chairman, if Mr. Brace would mind enlarging 

a little bit on that subject on which he touched earlier, the group in ages sixty- 
five and seventy? Would he care to make any exception in respect to a different 

treatment for women in the age categories sixty-five and seventy than for men, 

because in his early remarks he suggested revising employability as applied to 
_men rather than to women, whereas I think it is correct, and as a matter of fact 
fit. is generally accepted, that women should have a retirement age about five 
_ years earlier than men. Even in industry, business and so on, where they have a 
retirement age of sixty-five for men it is generally sixty for women. I thought 
possibly he would care to make some observations with regard to that. Then, 
has he any suggestions that would help us with respect to the provision for 
persons in the age group sixty-five to sixty-nine inclusive? Is that going to be 
left to the provinces? 
: Mr. Brace: I do not think the committee gave any thought to that, and if 
_I were to say anything I would only be expressing my own opinion. 

Mr. Brown: Perhaps we should point out that in all the other countries we 
_have studied—Australia, Denmark, New Zealand, Sweden, the United Kingdom, 
France, the United States—the old age pension benefit commenced at sixty-five 
years of age. Do you think Canada should be out of step with them? 

t Mr. Brace: If they have age sixty-five now and we are still dealing with 
age seventy, we will no doubt have to come in line with them. 

_. Mr. Brown: Would you say in view of the fact that all the other countries 
in the world start old age pension benefits at age sixty-five that we should make 
our recommendation effective from age seventy. 

| Mr. Brace: No, but if you look at conditions—as I said before, we have to 
find employment for employable people above sixty-five because of the life span 
change which has come along in the ‘last ten or fifteen years. 

‘ “Mr. Crouu: Is not the trend in the United States the other way? 

The Wirness: I think the trend has been toward forty-five, but I think 
we are going to find that that trend is going to reverse itself. 

Mr. Crouu: In the United States? 

Mr. Brace: In the United States. Within the last ten days I have heard 
leading experts on this subject tell the businessmen of the United States that 
they had to change their point of view on account of the large number of 
employable people above sixty-five years of age; that they would have to find 
employment for people between the ages of sixty-five and seventy. 
| Mr. Crouu: Just let me follow that, would you mind? As a matter of fact the 
Chamber of Commerce over there, representing similar business institutions 
to those you represent here, in their last representations to Congress on the 
“Old Age Bill which recently passed, made no such recommendations. 
| Mr. Brace: I wouldn’t be surprised but that would be true. 

- Mr. Croti: Their recommendation was to increase the benefits, and you 
know the recommendation with respect to which— 
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Mr. Brace: I imagine they probably haven’t given that thought yet: but 
I do know because I heard a speaker on that very point before a Chamber of | 
Commerce meeting in the United States last week. | 

Mr. Fiemine: I have just one question on that, Mr. Chairman: Mr. Brace, © 
would you care to make any comment on this subject of possible integration — 
with respect to the old age pension schemes and industrial retirement schemes? 

The Witness: Our committee gave some thought to that and we felt that 
any integration that might take place should take place voluntarily, and that it © 
_ should be left entirely to industry to write off any pension scheme they might 
have into any government plan. While I think that would be possible I do feel 
that it should be done entirely on a voluntary basis. 

Mr. Firemine: I take it that you advocate in your report, in fact you 
recommend the complete elimination of the means test, and I take it that you 
would expect that any person who came under an industrial retirement pension ,» 
scheme would also be able to benefit by this government pension plan at age 
seventy. Is that one of the factors that you had in mind in recommending the 
elimination of the means test? 

The CHarrmMan: Do I understand you to mean that it would be possible for 
industry to integrate its plans here into a universal scheme? ‘ 

The Witness: If you mean by industry, labour and management, I agree — 
with you, but not as a relief for management alone. 

The CHatrrMAn: All right, I won’t quarrel with that. Then I take it 
what you mean is this, that it is possible to amend the existing industrial plans 
in taking into account the existence of a universal pension plan like the one 
which you propose? 

The Wirngss: Yes. 

Mr. Benipickson: He did not say it would ‘be possible, he said he was in 
favour of it. ! 

Mr. Frerrre: Are you satisfied with the elimination of the means test to 
add that $30 basic pension to the pension being paid by private industry? 

Mr. Brace: If a man is getting a pension from his own industry of $40 a 
month and industry is not asked to maintain the basic pension from the govern- 
ment—the whole population is going to pay for that—then the $40 he gets trom. 
industry would be added to the $30 he gets from the government and he would 
have a pension of $70 a month. That is our point. 

The CHamman: Well, gentlemen, it is six o’clock.. I believe that all 
members of the committee will join with me in thanking Mr. Brace, Mr. Crean, 
and Mr. Morrell for their appearance here this afternoon and for giving us their 
views. You may rest. assured, gentlemen, that the questions directed by 
members of the committee were all friendly and I am sure members did no 
reflect their opinions in those questions. 


The Wirness: Thank you very much, gentlemen. 


The committee adjourned. 
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: MINUTES OF PROCEEDINGS 
| THurspay, May 11, 1950. 

The Joint Committee of the Senate and House of Commons on Old Age 
Security met at 11.00 am. Honourable Senator J. H. King and Mr. Jean Lesage, 
M.P., Joint Chairmen, were present. Mr. Lesage presided. 

Others present: 

The Senate: Honourable Senators Burke, Fogo, Ferland, Hurtubise. 

The House of Commons: Messrs. Benidickson, Beyerstein, Blair, Brown 
(Essex-West), Cannon, Cory, Cote (Verdun-La Salle), Croll, Ferrie, Fleming, 
Laing, MacInnis, Macnaughton, Picard, Pinard, Richard (Gloucester), Robert- 
son, Shaw, Smith (Queens-Shelburne), Weaver. 

Honourable Paul Martin, Minister of National Health and Welfare was 
also present. 

In attendance: Dr. G. F. Davidson, Deputy Minister of Welfare, and Mr. 
J. W. Willard, Director of Research, Department of National Health and Wel- 
fare; Mr. Pat Conroy, Secretary- Treasurer, Dr. Eugene Forsey, Director of 
Research, and Mr. A. Andras, Assistant Director of Research, Canadian Congress 
of Labour. 

_ The Chairman brought to the attention of the Committee a request from 
“T’?Union Catholique des Cultivateurs” to the effect that they be heard by the 
Committee. 

On motion of Mr. Croll, it was agreed that representatives of the said organ- 
ization be heard at some later date. 
| Mr. ‘Conroy was called. He presented a brief on behalf of The Canadian 
Congress of Labour. 

It was ordered that the brief be taken as read and incorporated in this day’s 
Minutes of Evidence. 


Examination of Mr. Conroy and Dr. Forsey followed. 
At 1.00 p.m., the Committee adjourned to meet again at 4.00 p.m., this day. 


AFTERNOON SITTING 


: The Committee resumed at 4.00 p.m. Honourable Senator J. H. King and 
Mr. Jean Lesage, M.P., Joint Chairmen, were present. Mr. Lesage presided. 


Others present: 

The Senate: Honourable Senators Burke, Doone, Fallis, Ferland, Fogo, 
Horner, Hurtubise. 
7 The House of Commons: Messrs. Blair, Brooks, Corry, Cote (Verdun-La 
Salle), Courtemanche, Croll, MacInnis, Macnaughton, Robertson, Shaw. 

In attendance: Officials of the Department of National Health and Welfare, 
as recorded in the Minutes of the morning sitting, and Messrs. Conroy and 
Forsey of the Canadian Congress of Labour. 


/ Examination of Messrs. Conroy and Forsey continued. 


At 6.00 p.m., witnesses retired and the Committee Ba 3 until Friday, 
ey 12, at 11.00 am. 
R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hovusk& oF CoMMONS, 
Thursday, May 11, 1950. 


The Joint Special Committee of the Senate and the House of Commons on ~ 
Id Age Security met this day at 11 a.m., Hon. Senator J. H. King and Mr. J. 
esage (Joint Chairmen) were present. Mr. J. Lesage presided. 


The CHatrMAN: Order, gentlemen. We have with us this morning repre- 
‘sentatives of the Canadian Congress of Labour. They are Mr. Pat Conroy, 
q secretary-treasurer, Dr. Eugene Forsey, director of research, and Mr. A. Andras, 
assistant director of research. JI am sure I am expressing the feeling of the 
; committee when I say to you gentlemen that we welcome you to this committee 
and we thank you very much for the detailed study you have given to the 
_ matter we are considering. It will be of great help to us together with the dis- 
- cussion we will have this morning. All the members of the committee have 
4 studied your brief, which has been found very interesting, and they are anxious 
_ to discuss its various topics with you. 

4 Now, Senator King and gentlemen, Mr. Conroy wishes to make a few open- 
_ ing remarks and then we shall throw the meeting open for questions. I shall 
> 
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_ try to be as fair as possible with members, but my suggestion, and my intention, 
— is to keep to the following order: the suggestion is that we divide our question- 
ing into four groups. If you will look at page 14 of the brief, paragraph 42, 
- dealing with Congress’ policy you will see there are four topics, (a), (b), (c) 
4 and (d). We will take them in that order if that is the wish of the committee. 
1 Agreed. 


| Now, will somebody move that the brief be incorporated in the minutes 
of evidence together with the charts which have been distributed and are from 
the Canadian Congress of Labour. 


Carried. 


_ SUBMISSION OF THE CANADIAN CONGRESS OF LABOUR TO THE 
“. JOINT COMMITTEE OF THE SENATE AND THE HOUSE OF 
COMMONS ON OLD AGE SECURITY 
OTTAWA, MAY 11, 1950 


, 1. The Canadian Congress of Labour, representing hundreds of thousands 
of Canadian workers, must inevitably be concerned about any measure which 
affects or may presently affect its members. Questions of social security in 
general, and old age security in particular, have on repeated occasions been the 
- subject of discussion at Congress conventions and its policies are well-defined 
7 and well-known: a comprehensive program covering old age pensions, health 
services, sickness cash benefits, disability benefits, etc., as well as existing 
schemes like unemployment insurance and family allowances. The Congress has 
made many representations to the federal government on social security and 
it is no exaggeration to say that of the many changes which this Congress 
advocates, none has been so emphatically put forward as the need to make more 
_ adequate provision for the aged. The Congress does not ask for special privileges 
for its own members. It holds that economic security should be the birthright 
not merely of a fortunately situated few but of all. 
4 633 
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2. There are two che of Parliament which the Coen believes should | 
form the basis for the Committee’s inquiry: the Old Age Pensions Act and the 
Government Annuities Act. The Congress has therefore divided this submission — 
into two parts: (1) a consideration of present federal old age legislation and 
possible improvements and (2) a review of industrial pensions, with proposed 
changes in the Government Annuities Act among other things. 


OLD AGE PENSIONS 


3. It must be recognized, first of all, that welfare through the state is an — 
inevitable concomitant of industrialization and urbanization. Canada started 
as an agricultural country. In 1867, her cities were few and small, her industries © 
undeveloped. Most Canadians were farmers and owned their own farms. In | 
their old age, they had the security of their property. There was consequently — 
little need for state assistance except of a local character. Canada, however, — 
rapidly became industrialized and a steady migration took place from the — 
country to the city while large numbers of immigrants also settled in the cities — 
to become wage-earners right from the start. In 1871, for example, the rural — 
population was somewhat more than 80 per cent of the total. By 1941, it had © 
shrunk to about 46 per cent. There was a marked acceleration of this trend 
during the war, and at present the proportion of rural to total population is — 
- smaller than ever. 

4. This process of urbanization has transformed millions of Canadians 
from self-sufficient, property-owning, home-owning farmers into city-dwelling — 
wage-earners. As wage-earners they are dependent on forces far beyond their 
control: cyclical change, plant shutdowns, technological progress, changes in 
consumer taste, and so on. They are by and large without resources other 
than their labour power. They are seldom if ever capable of building up— 
anything like adequate funds in anticipation of old age. The needs of a 
erowing family, the depletion of savings by illness, the loss of earnings through 
unemployment, all contribute, in our industrial society, to the creation of 
large masses of people who are unable by themselves alone to provide for 
their economic security. | 

5. The enactment of the Old Age Pensions Act in 1927 was thus a belated 
and inadequate recognition of the changes which had taken place in Canada 
during the first 60 years of her existence. The Act has been and continues to 
be open to criticism on three major points; (1) the unduly high retirement age; 
(2) the insufficient pension; and (3) the means test. ‘ 

6. The requirement that an applicant must have attained age 70 to 
qualify for a pension is onerous by any standard. It is made more so by the 
difficulties encountered by older workers in finding employment. Thus The. 
Labour Gazette, November, 1949: 


The difficulties encountered by unemployed older workers in their 
search for jobs was one of the more serious employment problems in 
Canada before World War II. During the past decade, this problem has 
been obscured by the general shortage of labour. It can be expected 
to re-appear, however, as more normal employment conditions rn 
In fact, it is a problem which may grow increasingly serious in the 
future as a larger and larger proportion of the Canadian labour force 
becomes composed of ase more than 45 years of age, y 
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7. Clearly, the position of the worker in his sixties is far more serious 
than that of the worker in his mid-forties. Yet there is that long span from 
— 60 to 70 which must now somehow be got through (assuming survival) before 
_ the worker, or the worker and his wife, can look forward to a bare modicum 
of assistance for the balance of their days. This position is supported by the 
Bank of Nova Scotia in its Monthly Review, February, 1950: 


The constant technological changes characteristic of modern industry 
and the reduced emphasis on skill and craftsmanship have tended to 
squeeze out the older worker. The movement to crowded urban districts 
from the farm, where the old could make themselves useful even to 
an advanced age, has reduced their opportunities for usefulness in the 
family and. often makes it difficult to find living space for them. The 
financial burden of caring for aged parents is heavier, since it must 
be shared among a smaller number of children than in the days when 

. families were larger. The problem of older people has thus arisen 
not only because there are more of them but through broad social and 
economic changes. 
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8. This situation is true even where the retirement age is less than 70. 
Thus Mr. Louis I. Dublin, Second Vice-President and Statistician of the 
- Metropolitan Life Insurance Company, found that large numbers of Americans 
were in economic distress even though in the United States old age security 

legislation makes 65 the age of eligibility. In an address before the New York 
Chapter of the Chartered Life Underwriters on April.7, 1947, he stated: 


Yet, in spite of these provisions, made possible by official and 
private old-age plans and by personal thrift, a large fraction of older 
people—namely, close to 40 per cent—suffer from economic hardship 
under present conditions of high living costs. 


es a 


9. But it is not necessary to go abroad for such statements. A booklet 
_ published by the Annuities Branch of the Department of Labour contains the 
- following statement: 


é __ If you are young, sixty-five may seem too far away to think about. 


But, when you consider approximately 45 out of every 100 average — 
Canadian men and women starting out in life at 25 are dependent at 
65, you will realize the importance of making provision for your old 
age without delaying another day. (Emphasis ours.) 


10. The ‘Congress is informed that these particular figures may be out of 
date. It believes, however, that in general the statement holds good. This 
is amply borne out by information already provided to this Committee. At 
September, 1949, of a total of 265,372 Canadian old-age pensioners, 194,551 
or 73:3 per cent were receiving the maximum pension available under the hen 
The latter figure would undoubtedly be higher but for the unduly strict inter- 
_ pretation of the regulations under the Act by the Maritime Provinces. 


11. Age 70 is thus too high in terms of employment opportunity and the 
degree of indigence or near-indigence among the aged. It is also too high by 
comparison with the retirement age of countries comparable to Canada in 
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industrialization and modes of living. The following data have been com- a 
piled from Social Security Legislation Throughout the World published by the 
U.S. Federal Security Agency: 


Year Legislation Retirement Age 
Country Introduced For Men For Women 
Australia 1909 65 60 
Belgium 1924 65 for wage-earners 


irrespective of sex: 
65 for men and 60 
for women salaried 


employees 
Denmark 189] 65 60 
France 1910 60 60 
Great Britain 1908 65 60 
Netherlands 1913 65 65 
1898 | 60 60 Old Age © 
(means ; 
New Zealand test) 
1938 65 65 Super- 
annuation 
Norway 1936 ; 70 70 
Sweden 1913 67 67 
United States 1935 65 65 


12. It may be seen from the foregoing that only one country—Norway— — 
has a retirement age equal to Canada’s and only one other—Sweden—has an age © 


less than 70 but more than 65. (Other countries in Europe and South America — 
were not included, because there might be some doubt as to their comparability.) _ 


It should be added that all of these countries have more other social security — 
legislation than Canada. ; 


13. The maximum pension payable under the Act is $40 a month. The © 
Congress does not propose to labour the point that this sum is not enough to — 
maintain life in comfort and decency. It cannot be justified by any standard of — 
justice, humanity or social welfare. It is an outrageous pittance to offer to — 
Canadian citizens at a time when the national income is nearly 13 billion dollars — 
and when Canada’s productive capacity is higher than at any time in her national — 
history. It might be far more humane to club our aged to death, as in more — 
primitive cultures, than to condemn them to the barren existence of miserable 
back rooms, shabby clothing, bad food and indifferent. care. 


14. What makes the present pension Act all the less defensible is the means | 
test attached to the eligibility requirements. It is not enough to have survived — 
to 70 or to have made a useful contribution to Canada’s well-being over a long — 
period of years. Indigence must be proved as well. Over and above the $480 
maximum allowed by the Act, the pensioner may be in receipt from other sources _ 
of not more than an additional $120, making a total of $600; for a couple on — 
pension, pensions and private means may total $1,080. The conclusion is 
inescapable that, far from encouraging thrift, the present Act is an inducement 
either to save no more than will produce an income of $10 a month or to employ ; 
devious means for hiding private income above the $10. 


15. Although there is only the single. federal Old Age Pensions Act, its 
application varies from province to province and has resulted in marked 
inequities between the pensioners of one province and another. The document on 
Canada’s Old Age Pensions Program prepared by the Department of National 
Health and Welfare makes this clear. The following comparisons are taken 
from it: a 


Values Placed Upon Free Board and Shelter for Purposes of Calculating 
Income (Single Pensioner) March, 1950 


Wi arte sak iB Oe ds a CO DAs Ae ue AL eae a $180 ie 
British: Solway re Fi aise ean rahe aie Sees athe) ROMS enn ie a ain nee ee “180 Pa 
Miaisy borer ees aha te iain pha ha ela e leg win Ae MURA ee Oe atAate 0G Mex Sane ee 125 +( <9 
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New Brunswick - 


Sadat ded Attn ok wake ox 5 ae RSET eee «SR cee eg ate 
Nova Seotia 


Cees Pe ee) rere ST nine i ae ie PE ee 210 or less 
300 


REE Sey es ge, te Sy. Me, Ban gtr eipg wee ag po wot 

Pe UIUEE SBl eo Aes Ue Poe ee ee bs he ov ee 300 
ITE FINE lis ic Dt d Pee bigest Cad. 6. eae eed eee eae 330 

PPM NTS. Talo Ae A sn Tice eh, OUR ee i es OS 180 
SSPE I cshsWeu20 oP Gaeweiwy cake ce dy oo atc a tence, 0 ol c ASS CRG ot A ok ee Ls 360 

GSR i 9 A BUR et BRE ST Ea A a ae ee CML Shy chal ok hy dT Seer AS 240 


16. The document goes on to state that 


On the basis of the various provincial rates set forth in this chart, a 
pensioner with no other assets or income, living with his son and receiving 
free board and lodging, would be eligible to receive a pension of $475 
yearly in Manitoba, $420 in Alberta, British Columbia and Saskatchewan, 
$390 in New Brunswick: and Nova Scotia, $360 in Newfoundland, $300 in» 
Ontario and Prince Edward Island, $270 in Quebec and $240 in the Yukon 
Termitory...'. | 
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s 17. Similar variations exist with regard to assessing the income value of real 
_ property and in other regards. 
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18. One result of this is that two pensioners in similar circumstances may 
_ receive substantially different amounts solely because they live in different 
_ provinces. This is manifestly unfair and inequitable. Another is that there 
_ have been set up eleven jurisdictions in a matter of national concern where there 

should be only one. An analogous situation would be to permit the provinces to 
establish their own standards in the determination of right to benefit under the 
- Unemployment Insurance Act. 
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i 19. There is no need to go into further details about the operation of the 
means test. It all amounts to this: that the Act is a modern equivalent of the 
pod poor laws; that there is an undesirable stigma of indigence attached to the 
- recipients of pensions; that would-be pensioners and their children are subjected 


Me 


~ to a sort of scrutiny which is demeaning, intrusive and damaging to self-respect; 

that a lifetime of honest if not lucrative toil is rewarded by a pittance hedged 

about with encumbrances; that many who need assistance are prevented from 
getting it. To call this “old age security” is a misnomer of the worst sort. 

4 20. The Canadian Congress of Labour believes that Canadians should be 
enabled to regard old age pensions asa right regardless of means. °It finds 
itself in good company in this respect. In his famous report on Social Insurance 
and Allied Services in 1942, Lord (then Sir William) Beveridge stated: 

. Any plan of Social Security worthy of its name must ensure that 
every citizen, fulfilling during his working life the obligation of service 
according to his powers, can claim as of right when he is past work an 
income adequate to maintain him. This means providing as an essential 
part of the plan, a pension on retirement from work which is enough for 
subsistence, even though the pensioner has no other resources whatever; 


some pensioners will have no other resources. It means also providing a 
pension which is not reduced if the pensioner has resources... . 


| 


: 


“— 
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21. Again it is not necessary to go abroad to justify the abolition of the 
means test. In the Proposals of the Government of Canada, August, 1945, at 
the Dominion-Provincial 'Conference on Reconstruction, the Government’s 
position was stated as follows: . 
4 The principal feature of the proposed National Old Age Pensions is 
the elimination of the means test after reaching age 70, regarding this as 
unsuitable for the oldest group in the community over 80 per cent of 


whom are not in fact capable of supporting themselves in useful remunera- 
tive work. Payment of pensions as of right to people of this age offers 
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the best kind of economic security. It removes the fear of destitution 
much more certainly than any other method, and relieves old people of 
the necessity of seeking work, or of endeavouring to keep on working in | 
unfavourable circumstances and beyond the age at which they should 
be able to retire, without dependence on charity or burdening the family. — 
In. addition to providing a minimum subsistence for those with no other 
resources, this system would enable other persons with moderate private — 
savings to retire from active work sooner, or in more. comfort, than 
would otherwise be possible. 


22. The Congress therefore believes that the means test should be abolished — 
forthwith, the Dominion assuming the whole cost of the scheme and the whole — 
administration. (This would obviate the necessity of securing the consent of — 
the provinces.) The qualifying age should be reduced to 65, and the pension — 
should be at a flat rate of $50 a month. | 


23. Much ado has been made about the cost of such a program. ‘The — 
Minister of Health and Welfare, on March 10, last, told the House of Commons — 
that it would cost, in. 1951, $660,840,000. This, however, would not be the 
net increase in the charge on the Dominion Treasury. Against it must be set 
a number of items. 

(a) In the present fiscal year, Dominion expenditure under the present 
Act is estimated at $103,626,000. For the calendar year 1951 it will certain 
be higher, probably at least $110, 000,000. 

(6) Some of the extra cost could be recovered by eliminating the “pecuai 
income tax deduction of $500 now granted to taxpayers of 65 and over, leaving 
them with the same exemptions as other people. 


(c) A futher amount would be recovered by the normal income tax on ; 
pensioners well enough off to pay income tax. 


24. The Congress is unable to say precisely what these offsetting tema 
would amount to, but it seems safe to assume that the net new charge on the — 
Dominion Treasury would be of the order of $500, 000 000, rather than 
$660,000,000. 


25. This is still a substantial sum. But it is not a large proportion of a- 
national. income of $13,000,000,000 or so; less than 4 per cent. There is no - 
question that the Canadian people can afford it if they really want to, and 
there is no use thinking this job can be done on the cheap. Either the aged are 
entitled to a decent share of the national income or they are not. If we really 
believe they are, then we must be prepared to pay for it. How much we are 
paying now through community chests and the like, nobody knows, but it must 
be a sizable amount. With a decent pension, much of this could be saved. 


26. The Congress is aware that the proportion of aged people to the total 
population is increasing, and that the costs of any pension scheme are therefore — 
bound to increase also. But so is the national income, and with rapid tech-_ 
nological progress it should increase very much faster. To doubt. this is surely — 
to confess that the future of our economy is hopeless, and our struggle toy 
maintain a free society doomed to failure. 


27. How can we raise an extra $500,000,000? There are various possibilities. 

(a) Putting taxes on corporation incomes back where they were during the 
war would ‘bring in well over $300,000,000. 

(6) An average increase of 25 per cent in the present rates of persinall 
income tax (so that a taxpayer now paying 16 per cent of his income would pay 
20 per cent) would bring in over $125,000,000. This should, of course, be 
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| graduated, so as to bear most heavily on, those best able to pay. Such an 


- increase would still leave personal income tax well below wartime levels. 

_ (c) Income tax could begin at a lower level for the specific purpose of 
_ financing old age pensions. The Congréss would oppose a lowering of the 
_ exemptions for ordinary revenue purposes, but for this specific purpose the 
case is different. 


28. Assuming the establishment of basic old age pensions as of right, the 
Congress believes that the next logical step is a scheme of contributory pensions 
such as exists In many countries today, notably in the Commonwealth countries 
and in the United States. Such a scheme should be universal in its application; 
contributions should be graduated on the basis of income. 


29. The question arises whether benefits should be similarly graduated or be 
a flat sum. The latter clearly has administrative advantages and would be less 
_ costly. But there is one important disadvantage which diminishes its value in 
_ the eyes of the Congress. A flat sum benefit would tend to be tied to the income 
of the lowest income groups. Better paid groups would thus receive pensions 
disproportionate to their incomes at retirement and would face an unduly drastie 
- cut in living standards. It would be far more equitable to base pensions on 
contributions, as in the case of unemployment insurance, even at the risk of 

_ higher administrative costs. 


30. The Congress’ position, then, is a basic non-contributory pension as of 
- right supplemented by a contributory pension scheme on a graduated basis. Any 
contributory scheme, however, will for the first few years of its existence at least 
be faced with the problem of the older contributors. No matter when the scheme 
is inaugurated there will be some hundreds of thousands of Canadians who will 
‘tbe too old to build up adequate, if any, pension rights before retirement. The 
- basic pension plus the contributory pension may together be insufficient for a 
- variety of reasons. The Congress therefore believes that assistance on a means 
test basis should buttress the pension program. A means test would be 
- justifiable under these circumstances since the foundation for a minimum of 
_ subsistence would already be available; it would merely serve to round out a 
- pensioner’s provable needs. Over a period of years, the means test assistance 
~ would dwindle to a relatively low figure and stabilize itself there. 


; 31. There is one further problem with regard to the basic pension which this 


- Committee should consider. That is the tendency for the pension to remain fixed 
for substantial periods of time. Important economic changes may take place, 
- sometimes rapidly, critically affecting the value of the pension, but it will remain 
stable or change in amount only slowly. Pensioners thus find themselves in a 
position of economic anachronisms, as it were. A sliding cost of living bonus 


- payment has been considered, but this is open to several objections. One is the 
_ basic objection to any index which represents only an average, and an average 
- based on a rigid pattern of consumption. The main objection, however, is that 
J such a bonus has the effect of forever freezing the pension itself, tying the 
_ beneficiary to a standard of living which may no longer exist. In the case of 
an expanding economy such as the Congress believes exists or could exist in 
Canada, this has the effect of depriving our senior citizens of their rightful 
; share in Canada’s increasing wealth. While productivity is difficult to measure, 
_ the skill in measuring it has developed considerably and a more accurate yard- 
3 stick is becoming available. At any rate, there is no disputing the fact that 
productivity has been going up and it is generally assumed to average around 
two per cent a year over a long span. The Congress believes that it would be 
hy safe to fix the increase in productivity arbitrarily at two per cent and give to 


- pensioners a bonus of two per cent a year each year on a cumulative basis, on 
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the basie non-contributory pension. This would provide pensioners with sorte 
assurance that they are not being left behind as the country moves forward. It — 
would have the further important effect of enabling the purchasing power of a — 
substantial section of the population to keep pace with the volume of goods and — 
services being made available. 


37. There are two features of the Congress policy which should be added to 
the foregoing. One is the demand that private schemes be non-contributory — 
in character. The other is that the administration be shared equally by the — 
employees through their union and by the management. 


38. It might well be asked why the Congress insists on non-contributory — 
pensions under collective bargaining when it advocates a contributory public — 
scheme. The Congress’ position is as follows. Pension contributions by the 
employer are merely a deferred wage payment; the same sums could just as © 
easily go directly into the pay envelope. They are lable to be terminated — 
through bankruptcy or weakened by lack of funds. Also there are invariably 
strings attached to company schemes: eligibility qualifications, past service | 
benefit limitations, late vesting, and so on which tend to tie the employees © 
to the particular employer or to limit pension rights. The employer, rather — 
than the community, gets the benefits which accrue from the introduction of a — 
pension scheme. A public scheme, on the contrary, embraces the whole popula- — 
tion of working age and has the resource of the country behind it. The pension — 
right is readily transferable from employer to employer (like unemployment — 
insurance) and carries full vesting from the start. It provides the whole com- — 
munity with a necessary form of security and the whole community reaps the — 
benefit. The Congress does not believe that the employee who does not — 
contribute is any less interested in his pension. Nor do a good many employers. — 
The government survey already referred to found some 244,000 employees — 
covered by non-contributory schemes. 


39. Since the employees are bound by the terms of the pensions schemes, 
since these schemes become a condition of employment, and since they are 
actually a form of wages, the Congress is convinced that they properly fall 
within the area of collective bargaining. By the same token, they should be % 
administered jointly in the same manner as the collective agreements which © 
provide for their establishment. Otherwise, a major condition affecting the © 
employees is removed from the scope of union- management relations and is 9 
placed unequivocally in the hands of the employer. This is undemocratic and 
makes for bad industrial relations. The Congress’ policy calls for the establish- 4 
ment of Boards of Trustees composed of equal numbers of union and manage-- 
ment representatives together with an impartial chairman. These Boards — 
would not only be the custodians of the funds made available for pension purposes — 
but would purchase the pensions called for, adjudicate appeals, authorize pay- 
ments as they came due, hire consultants whenever necessary, keep the plan — 
under constant review and evaluate experience of the plan as it develops. | 


40. There is in Canada one major agency which will underwrite pension — 
plans. That is the Annuities Branch of the Department of Labour, operating 
under the terms of the Government Annuities Act. The Branch is staffed by — 
competent and zealous officials, and, generally speaking, a Government Annuities — 
scheme is recognized to be as good as, if not better than, any obtained elsewhere — 
in terms of administrative costs, guaranteed returns and necessary safeguards 
in the interest of the beneficiary. Ordinarily the Congress would be disposed 
to recommend the Annuities Branch to its unions as the vehicle for pension — 
administration were it not for certain unfavourable features of the Annuities Act. > 
These are: ‘i 

(a) The Act does not make it possible for a Board of Trustees as contempla- 
ted above to enter into a contract with the Crown for the purpose of providiial 
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annuities to the employees of a particular firm. The Act provides that the 


q employer alone may enter into such a contract on behalf of his employees. 


(6) There is a maximum pension of $1200 a year beyond which the Annuities 


_ Branch will not write a pension contract. This necessitates supplementary 


contracts with other agencies. 

(c) There is no cash rebate privilege on the amount of vested right if sep- 
aration takes place before retirement. This removes the element of choice which 
an employee should properly have. (The employee must accept a paid-up. 
annuity for his vested right, payable at his normal retirement age.) 

(d) The Act and the regulations under it are unnecessarily restrictive and 


L rigid. Thus supplementary disability pensions may not be written into an 
_ Annuities Branch contract. 


41. For all these reasons, the Congress believes that the Act should be 


_ amended to bring it more into harmony with current conditions. Better still, 
_ the Congress would advocate the transformation of the Annuities Branch into 


a Crown Corporation with sufficient flexibility of operation to make possible 
rapid adjustment to new trends. This would, of course, require the repeal of 
the present Act and the enactment instead of legislation establishing the Crown 


Corporation and outlining its functions in fairly broad terms. 


SUMMARY AND CONCLUSIONS 


42. The Congress’ policy therefore is: (a) a federal public, universal, non- 


contributory pension of $50 a month at age 65; (b) a federal public, contributory 


scheme with graduated contributions and benefits; (c) private pensions jointly 
administered by employers and unions; (d) public assistance where the pensions 


_ are for any reason inadequate. 


43. Old age security is one of the most urgent problems confronting the 


_ present Parliament. It is a problem which must not be set aside. Its solution 


must not be delayed. Neither Government nor Parliament should allow itself 


to be frightened by the magnitude of the task. Canada can show no greater 


_ faith in its future than by assuring a safe and contented future for its citizens 


in their old age. 
Respectfully submitted. 


32. To recapitulate, therefore, the Congress submits that: 
(a) The present Old Age Pensions Act is unsatisfactory in its standards 
and application; 
(b) A basic pension of $50 a month as of right should be provided to every 
Canadian at age 65; 
‘(c) A contributory pension scheme, with graduated contributions and 


benefits, should be established to supplement the basic pension legislation; 


(d) Assistance, subject to a means test, should be provided for those who 
are unable to build up adequate pension rights; 

(e) The basic pension should be increased by a productivity bonus of two 
per cent per year on a cumulative basis. 


INDUSTRIAL PENSIONS 
33. As this Committee is undoubtedly aware, industrial or private pension 


plans have recently become a focal point for collective bargaining. Organized 
labour is now taking the initiative in seeking the establishment of pension 


schemes in industry through negotiations, as with wages and other conditions 


of employment. Not unnaturally, there has been a good deal of publicity attend- 
ant on this new trend in industrial relations since a good many economic and 


social factors are involved. 
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34. It should be made clear that industrial pensions are not an invention 3 
of the trade unions. In Canada, most of the present plans in effect were initiated — 


unilaterally by the employer. Some of them date back a good many years, 
although most were introduced during the last few. years. A government survey 


shows that in 1947 there were almost 630,000 Canadian employees covered by q 


private pension plans (The Labour Gazette, June, 1949). This figure has 


undoubtedly grown since then. Of the 3,539 plans under which these employees q 


were covered, 162 were inaugurated before the first World War; 711 between 1919 
and 1937; and 2,533 between 19388 and 1947 (no information was available for 


the remaining 133). Interest in pension plans has thus been growing and they 


are obviously regarded by management as a legitimate, desirable and (presum- 
ably) profitable activity. 


35. Employers have, of course, varying reasons for establishing pension © 


plans for their employees: to provide older employees with security, to obtain 
good public relations for the firm, to reduce labour turnover, to provide channels 


for promotion and so on. A not unknown reason has been to ue art union — 


organization or otherwise to bottle up legitimate erievances, 


36. The Congress believes that the best pension protection for the workers 


of Canada is through the type of old age security program it has outlined in 


would be a useful supplement for long-service employees and would be largely 


limited to fulfilling that purpose. The Congress and its affiliated unions are now 
pressing for private pensions for two major reasons: (1) the absence of adequate — 
public old age pensions and (2) the belief that employees have an obligation — 
toward their employees that goes beyond mere payment of wages. The Congress’ — 
views are well expressed by the Steel Industry Board appointed by President — 
Truman in 1949 to inquire into the pensions and welfare dispute between — 


employers in the American steel industry and the United Steelworkers of 


America. In its Report to the President of the United States on the Labour 4 


Dispute in the Basic Steel Industry, September 10, 1949, the Board stated. — 


Social insurance and pensions should be considered a part of normal | 


business costs to take care of temporary and permanent depreciation 


in the human “machine”, in much the same way as provision is made for ~ 
depreciation and insurance of plant and machinery. This obligation — 


should be among the first charges on revenues... (p. 8) 


So long as Government does not provide security at all, we believe — 


that industry should. 


So long as Government fails to provide an adequate amount, industry — 


should take up the slack. 


It is inevitable that thousands of private insurance and pension funds — 
now in existence should multiply in number and amount. It should — 
be a cause of great concern that, as a result of the growing search for — 
security, there is growing up haphazardly all over the country this large ~ 
number of unequal and unco-ordinated insurance funds, with little or no — 


public control. 


No thoughtful citizen, interested in the human resources of our | 


Nation, can expect labor to wait patiently by until Government makes up 


its mind. Workers are entitled to security in the meantime—with the — 
thought that, if Government should finally decide to provide adequate — 
security through a Nation-wide compulsory plan, changes in private plans — 


could be made... (p. 62) 


| 
it 


the preceding section of this submission. Under such a system, private pensions — 
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No matter what the source is of modernization and expansion funds, 
however, the steel companies have, with some exceptions, overlooked the 
fact that the machines and plant on which the industry has prospered, 
and on which it must depend in the future, are not all made of metal or 
brick and mortar. They are also made of flesh and blood. And the 
human machines, like the inanimate machines, have a definite rate of 
depreciation. Of all our natural and national resources, our human 
resources are the most precious and useful, and should be most carefully 
hoarded and protected. These human machines need the same kind of 
treatment for depreciation and disability that the other machines are 
getting. Earnings are being used for re-building, replacing, and for 
maintaining the efficiency of plant; a part of these earnings should be 
used to take care of wear and tear and maintenance of the human machines 
in industry—the workers. ... (p. 64) 


The CuarrMan: I shall now call on Mr. Conroy. 


Mr. Pat Conroy, Secretary-Treasurer, Canadian Congress of Labour, 


foaled: 


~The Wirness: Mr. Chairman, Senator King and honourable members of the 
committee, associated with me this morning are Dr. Eugene Forsey and Mr. . 
“Andy Andras. We have already sent a copy of our presentation to each 
member of the committee and that should render unnecessary any further 
explanation of it. We presume you have given it some study consistent with 
the time you have had the brief before you. My remarks this morning will | 
be very brief and to the point, out of consideration for the obvious fact that 
you gentlemen have a lot of stories to listen to and only so much time to do - 
it in. I think we have an obligation to the committee to come to the point 
-as quickly as possible. For that reason I am only going to submit our reasons 
for submitting the brief. 
First of all, as a national organization with membership in every part of 
the dominion, including Newfoundland, we believe that provision for the aged 
‘people of this country is of such national concern that as a national organiza- 
tion we have an obligation, not merely to our members, but as one of Canada’s 
‘institutions, to submit the best opinions we have been able to gather to the 
-end that we might make a small contribution to the solution of what is, 
undoubtedly, one of Canada’s outstanding problems. 
a In submitting our brief to the committee we do not, of course, suggest 
that it is a perfect document. It comes from human beings in our organiza- 
tion, just as other presentations will come from other organizations; but it 
is, in our estimation, the best solution or series of solutions which we can think 
of that at least will provide a reasonable answer to what we think is, perhaps, 
Fone of the country’s outstanding problems. 
q I do not think it is necessary for me to say anything further because 
we have explained our position in our brief. We wish to assure the joint 
chairmen and the members of the committee that we shall do our very best 
to answer any questions directed to us to the best of our ability. I think that 
‘is all I have to say at the moment, Mr. Chairman. 

The CuairMaN: Now, have the members any questions to ask on the 
Canadian Congress of Labour’s proposal that there should be a federal, uni- 
ersal, non-contributory pension of $50 a month at age 65? 
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Almost 3 out of 4 old age pensioners 
‘are virtually destitute* 


ask. 
(7On) 


Manitoba . 
(807) ~ 


Ontario 


(81%) 
Quebec 

39%) 

a7. : 

5. 

(34%) 

JE | 

(38%) 


Nfld” 


(G24) 


*Qualified for maximum pension, Sept. 1949. A Nestenich pension, $30 monthly. 


Lower percentages in the Maritimes are due not to larger incomes of the aged, 
but rather tothe harsher application of the means test by provincial authorities. 


- 
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Old Age Pensioners—~ 
WHERE THEY LIVE. AND WHAT THEY GET 


A pensioner with 
no assets or income, 
living with a son and 


receiving free board and 
lodging, would get an annual pension of: 
eg Mapresa 8475: 


British: Columbia Alberta- Sask... $420. 


Source: Canada’s Old Age Pensions Program” published by the Deportment 
of Notiongl Health and Welfare. 


By Mr. Croll: 
@. One matter occurs to me, Mr. Conroy, and I wonder if you have given 


it thought. Have you thought about the value of that pension—we will take 


it at your figures, or any figure you like, $50 a month at age 65—the value 
of that $50 in the city, in a rural area and in a semi-rural area?—A. I believe, 
Mr. Croll, I have read some evidence on this from different sources within 
the last several months and we believe that not only in the pension question 
but also in the wage question, in bargaining for wage contracts, that it does 
arise from time to time. That is, the question as to possible differentials be- 
tween town and country, cities, towns, hamlets and what not. But we have 


found in trying to examine the whole question that where to some people 


there may appear to be an unbalance in a number of small towns against 
the cities, when fully examined it usually works out to a series of cancelling 
out factors which pretty well bring a balance to the whole situation as between 
the town and the country. Further to that, since this is a national questiom 
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affecting the basic living in town or country, I believe that whatever small 
margin may really and truly exist of advantage to one section of the country 
particularly, as the case may be, that from the standpoint of national satis- — 
faction, bringing satisfaction to a greater number of people, that more benefit — 
would come to the whole nation by having a static pension for all the people 
subject to benefit under the pension regulations. 

Dr. Forsry: May I add something? From what figures we have been ~ 
able to find the cost of food in small towns and large cities does not vary very _ 
much across the country. I think I saw some rather careful figures on that — 
subject the other day, but I cannot give them from memory; I think they © 
will be available from another body at some future sitting of this committee. 

Mr. Brown: Would not the agriculturist grow a great deal of his own | 
food? : 

Dr. Forsry: I was speaking of the small places; small towns and larger 

cities where the difference is not very great. Of course, the cost of clothing 
would not vary very much. My impression is that the chief difference— 
speaking again simply of urban centres—would be in the cost of housing; 
that is a matter which will have to be dealt with under a housing program 
‘rather than under an old age program. If we were proposing a pension of 
$100 a month or something like that, you might say that this is a more 
important factor, but we feel that the figure of $50 is a moderate one, and 
this factor of housing cost which does vary considerably from small places to 
large places had better be dealt with under a housing program. 

Mr. Croxtu: Mr. MacInnis and I were going to ask the same question. In 
one of the briefs presented by Newfoundland, the Minister of Welfare for New- 
foundland made this very pointed observation, that in Newfoundland a man and _— 
wife each drawing $40—the limit—they will receive $80—would receive an 
amount that is completely out of proportion to the average earnings there and 
the average living standards. He made quite a point of that, speaking of some 
sections of Newfoundland. Now, I thought that would relate itself to some other 
parts of Canada. What do you say about that, Dr. Forsey? 

Dr. Forsny: As a Newfoundlander I am anxious to see my fellow country- 
men get all they can. Also, I am inclined to think that it is a case of “de @ 
minimis non curat lex” — 

An Hon. Mremser: Watch your awa please. 

Dr. Forsny: There are plenty of lawyers here who know their Latin better 
than I do. However, that is a small factor, relatively small in the situation; and. 
again we feel that our figure is a moderate one. Some of these people have it 
coming to them. They have been living on a shoe-string all their lives and if | 
they are going to get a little extra nobody should begrudge it to them. 

The Crarrman: Are there any further questions on this subject? 

Mr. Suaw: My question is closely allied to this. | 

The CuHarrMANn: On this subject I would have one question. In many of 
the areas which are being settled the income of the people,—quite a number of 
the people—and the saying “de minimis non curat lex” would not apply—is 
well below $1,200; and according to your proposal a married man of 65 and a 
woman of 65, a couple, would get $1,200 a year as a pension, is that Canree 


Dr. Forsny: Yes. 

The CHatrmMan: They would get very much more than they ever earned in 
their working life. What do you say to that? . 

The Witness: Well, would it be such a terrific crime on the part of the — 
government of Canada to give elderly people who have been living this close to ~ 
the poverty line something such as we suggest? As a Canadian concept, can 
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we bring ourselves to visualize that for the first time in Canadian history these 


people should be taken out of a purely subsistence level to come even remotely 
close to the boasted and vaunted Canadian standard of living? I think it would 
be a great credit to the Canadian people and to the Canadian government if we 
could lift these people out of the morass they have been in even if we bend a 
little backward to do it. I am sure it cannot be the pride of any Canadian 
from Victoria to Newfoundland to know that we have such conditions prevailing 
in any part of this country, and those conditions call all the more for necessary 
action to remedy them. 


The ‘(CHairMan: I agree with you there, that we should try to remedy these 
conditions; but is it a good remedy to give the man more when he retires than 


_ he earned before? Should we not try to give him more in his productive years? 


__ The Wirness: Let me deal with this as an Irishman is supposed to deal 
with it. I do not think this points up the question as to how much more money 


' someone is going to get or may get in the future, I think it is automatic. You 


must bring the two things together that where someone out of the public purse or 
through contributions may seem in the future to be possibly securing a little 
more than a measure of justice based on their previous standards, to me it does 
not point up that they are securing more than justice; it points up tragically, 
I would say, that historically they have received less than justice up until now. 


_ Now is the time to remedy that situation. That is my position. 


By the Chairman: 
Q. Is not your proposition a pension of $50 a-month? Is not that your 


- proposition for a basic pension?—A. Right. 


Q. To which additions would be made?—A. Where circumstances warranted. 

Q. What. do you mean by this pension? Is it a minimum, is it an average, 
what is it based on?—A. I believe it is a minimum pension as of right. 

Q. And in your opinion this minimum would be sufficient for the bare neces- 
sities of life everywhere in Canada?—A. That pension may vary from time to 
time as living cost fluctuations in our economy may dictate but we believe at the 


moment that we must strike at some-round figure that seems to be reasonable to 


constitute a minimum pension. I presume that parliamentary committees will 
be meeting from time to time to review any scheme; to strengthen or delete or 
take away ,as the case may be, where there may appear to be a basis for it; but 
we say at the moment that we should strike at a reasonable minimum which, in 
our estimation, would appear to be not so far-fetched at $50 a month. 

Mr. MacInnis: Your position is that being less than it is would not provide 
the necessities of life? 


The Witness: I think we might go further and say that even at $50 a 


month nobody is going to indulge in any luxuries. 


The CuHatrMAN: It would provide the bare necessities? 
The Wirness: The bare necessities, yes. 


By Mr. Shaw: 
Q. Mr. Chairman, I was going to refer first to the statement made by 
Dr. Forsey, namely, that there is not a great variation in the general cost of 
living, apart from that which is attached to housing, as between urban and 


rural communities. Yet, I notice, you have advocated public assistance where 
such for any reason may be required. Now, would that be an assumption that 


there may be quite a discrepancy as between the cost of living in urban areas 
as compared with a rural area, or do you look upon that as a valve where over 
the whole scheme you may from time to time find it necessary to grant an 
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upward revision in pension? Does this section principally deal with varia- 
tion in the cost of living as between these areas?—A. No, it has nothing to do 
with that. It has in mind that from time to time we will develop economic 
situations in the country. 

Q. Over the whole country?—A. Over the whole country. Let us see Been 
happened in some other countries and hope that because of the common sense of 
Canadians that will not happen in Canada; that prices may shoot up, and out 
of sheer necessity and because of circumstances some adjustment may be 
required. We believe in some provision in the regulations that in the event 
of such a situation developing there will be supplemental assistance to the basic _ 
program. It does not have anything to do with differentials between town and _ 
country. 
Q. How is this $50 determined by your Congress? Why is it not $40 or $60? _ 
What is it based on?—A. I think we have to fall back on government standards ~ 
of say, roughly, $40. We believe $40 under present circumstances is just not 
enough—at least based on the complaints we have received from many of our 
people across the country. The general indication is that there must be some- 
thing paid beyond $40, having in mind the very important fact—in fact it is 
almost all-important—of cost to the country. We have tried to measure the two 
things: first of all, what appears to be the inadequacy of the present amount; 
and secondly, having in mind the very substantial costs. We have tried to 
arrive at what seems to be a reasonable figure that will improve present 
conditions and the same time keep the cost to the country as low as possible. 
That in brief is the basis of our reasons. 


By Mr. Croll: 

Q. I would like to ask the witness a question, and I hope he calls on Dr. 
Forsey for help if he needs it. This is my thinking, and I should hke some 
criticism on it. I would like the witness to say what he thinks of the 1945 
government proposals in the light of present-day costs. I realize the cost-of- — 
living index was then 120 and it is now 164. I would like some criticism of the | 
1945 proposals from the witness or from Dr. Forsey.—A. Is that the dominion- 
provincial conference? 

Q. Yes, 1945. 

The CHAIRMAN: The green book. 

The Witness: I must say this is the first time that I have had such a frank 
acknowledgment from the government side of the House that they were — 
proposals. I am very happy about it, because here and there I have listened 
and read of some rather contradictory statements of the position. 

The CHAIRMAN: We do not have to go into that. 


The Wirness: However, we believe that living standards have substantially 
advanced since that time. 

Mr. Crouu: Yes, I took that into consideration. 

The Witness: And because of that I think it also requires a: substantial 
advance in pension. That is briefly our position. If Dr. Forsey wishes to — 
supplement that he can go ahead. 

Dr. Forsry: The cost-of-living index has gone up about one-third. That | 
would mean that the $30 which the government was proposing then would have 
as its present equivalent something in the neighbourhood of $40; but as Mr. 
Conroy says, we do not think $40 under present conditions is adequate. 

Mr. Crouu: Is that your only criticism of that proposal? ‘ 

Dr. Forsny: No, my recollection of it—I am speaking from memory—is — 
that the proposal was to give $30 a month at age 70 as of right, but for the 
people between 65 to 69 it would be on an assistance basis. Well, as you can | 
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_ see from our brief we are proposing that it should be given at 65 as of right, 

_ and not at age 70. Now, there I should say are the two basic differences 

_ between the government proposals and ours with regard to this flat rate non- 
contributory pension. The government said $30, which would now be $40 allow- 
ing for the increase in the cost of living. The government said age 70 and we 

_ say age 65; and in addition we propose that the flat rate pension should be 

- supplemented by other measures. 

Mr. Crouu: Those are the three criticisms? 


Dr. Forsry: That is all I can think of. I do not know what you may have 
up your sleeve. 
Mr. Crotu: No. As a matter of fact I have been looking forward to an 
opportunity of getting an answer either from Mr. Conroy or from you, because 
_ I have a high respect for your understanding on this problem, and since 
my thinking is along your line I wanted your criticism of it, and we agree— 
I should not say that we agree—you have made an analysis of the cost of 
living, and you say the criticism is on age and additional assistance. 


The Wirness: Let me deal with the age factor. 


Mr. Crouu: It is not a matter of dispute. You say that is the criticism 


of it. Some of us may agree on that. It is not a matter of agreement or 
disagreement, but an additional criticism; and I want constructive criticism. 
You suggested further assistance. 
Dr. Forsry: I think that is, perhaps, a trifle ambiguous. That is just in 
addition to the flat rate pension and contributory pension. Then there is a 
section of our brief on industrial pensions, and then there is the assistance 
program which would be necessary to look after the ragged edges which might 
exist even if we had excellent flat rate, contributory and industrial pensions. 
Mr. Croutu: Those are the answers I want; and this will help our thinking. 
The CuarrMAN: Mr. Brown, are you going to speak on the same subject? 
Mr. Brown: I assume it is the same subject. . 
The CuairmMaAn: Are you speaking on the same point? 
Mr. Brown: Not on this particular point. 
The Cuarrman: Are there any more questions on this particular point? 
Mr. Brown: Yesterday we wandered around so far that I had two ques- 
tions I did not get a chance to ask, and I do not know where we are on the 
— $50 matter. 
. The CuatrMan: All right, go ahead. 


By Mr. Brown: 

Q. With regard to this $50 a month pension, I understand from your brief 
that would mean an additional cost of $500 million—A. Roughly that. 
Q. That is in addition to what we now pay out. Do I understand that it 
_ would be a contributory plan?—A. No, it would be as of right. 
f Q. It would not be a contributory plan?—A. No. 
Q. What part would be the contributory plan? 
d The CuatrMAN: That will be the second phase. That would be over the 
$50 a month basic pension. I believe that first we should deal with the basic 


_ pension, 


4 Mr. Brown: I agree with you, but the two of them seem to be tied up 
- together. 
The CuarrMANn: No. 

Mr. Brown: The $50 pension would then be an additional charge on the 
treasury of around six hundred and some odd million dollars; is that right? 
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The CuairMAn: Yes. Would you look at page 8? 


Dr. Forsey: It would be around $500 million, according to our calculations. 
That is a rough figure. There are certain things we are not in a position to 
measure precisely, but we have given our calculation as best we could. 


By Hon. Mr. Fogo: 


Q. Mr. Brown has touched on a matter I was going to ask about, namely 
with regard to the calculation of the $500 million additional that would be 
required to provide this non-contributory pension of $50. I notice in the brief 
that some suggestions are made with regard to the sources from which that might 
come, and those involve a general increase of taxation pretty well across the 
board, and include a reduction of certain income tax deductions from persons 
who are now over sixty-five. The question I was going to ask Mr. Conroy was 
this: from your knowledge and experience, which I know is very wide, what would 
be the reaction to an increase in taxation as you have indicated? Do you think 
it would be well received by the taxpaying public, which is the whole public in 
this country? It would be an additional amount required by taxation of 
$500: million, on a budget which I am told today has reached pretty large propor- 
tions?—-A. I think there are two answers and I think perhaps in inverse ratio 
they are both positive, curiously enough. I think we could probably have very 
vigorous unfavourable reaction from those in the higher income brackets who 
are being asked to pay a substantial amount of it. We take that for granted— 
and I do not say that with disrespect to anyone. ; 

Q. Well the base is broader at the bottom; the larger amount comes from 
those who are at the bottom rather than at the higher levels of income?—A. I will 
come to that. 

We believe, based on the history of Canada, that the people with the 
most money and with the largest incomes, and who can afford to pay into such 
a pot to provide pensions for the aged people, will adhere to their traditions 
in this respect and raise more noise with the Canadian government than any 
other sectioin of the population would. As to the broad base of the people— 
the average taxpayers—while we may differ with the government on a number 
of matters, there is one thing on which we do agree with it and particularly 
with the Minister of Health and Welfare, and that is if we are going to give a 
decent pension to the aged people we must be prepared to pay for it. 

We cannot fool around with this problem if it is as serious as all of us 
believe it to be, and if we believe it is an investment in the future of this country. 
Consequently, I think we have got to be prepared to assume a collective 
responsibility to see that the investment is maintained, and we have to pay for it. 

Q. That is we cannot have it both ways?—A. I do not think so. 


The Cuarrman: Are there any further questions on financing the basic 
scheme? 


By Hon. Mr. Fogo: 


Q. It may not be relevant but my recollection is, and I may be wrong, Mr. — 
Conroy, but heretofore and in recent years the Congress has advocated primarily 
a contributory scheme, whereas in this brief the primary emphasis is on a non- 
contributory scheme; am I right on that?—A. Not essentially so, sir. We are 
trying to be as realistic as circumstances dictate. For many years we have said _ 
to the government of Canada that the time is overdue when we ought to have 
a contributory system but we recognize that, in the government’s wisdom or lack 
of wisdom, the system has not come into being. You have developed a very 
large, even extremely large, pocket of people who by no stretch of the imagina- 
tion could contribute and consequently, as they are non-contributors, the pension 
must be provided out of general taxation—no matter how it may or may not be _ 
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acquired. This large pocket of people will not be able to contribute and for & 


number of years you have got to provide pensions as of right. 

Because of that large volume we do not think you can segregate a pension: 
as of right for that large volume and say to the remaining number that they 
must get their pension through some other process. 

That is the basis of our reasoning. . 

Q. So I am correct in assuming that the emphasis, in your proposal, is on 
number 1—the non-contributory general pension?—A. I would say that it is a 
dual emphasis, sir: firstly, emphasis on dealing with current realities; and 
secondly, taking a long term view of the permanent development and the per-- 
manent needs of this country, we believe that a contributory system is necessary.. 

Q. Supposing we were in a position of having to elect whether to adopt the: 
general non-contributory or the general contributory scheme, I take it that your 


view is the non-contributory one should be favoured?—A. As a step. 


Dr. Forsry: May I point out one further fact which, although it does not 
appear in the brief is this—and I speak subject to correction because I am a 
layman and not a lawyer—the contributory scheme would involve an amend- 
ment to the British North America Act, and, from my knowledge of Canadian 
pees I have some doubts about the speed with which that process could take 
place. 


Hon. Mr. Foco: I deliberately did not mention that. 


By Mr. Robertson: 


Q. I would like to refer to subsection (c) of paragraph 27 on page 8. 
You say: “Income tax could begin at a lower level for the specific purpose of 
financing old age pensions.” Would you give us your opinion as to what those 
levels might be?—-A. Frankly, no sir; anything we might give at the moment: 
would be a guess. 

Q. The present exemption I think calls for $1,000 for single people and 


_ $2,000 for married people?—A. We frankly have not had‘time to study that. 


Q. It is a very important matter. 7 
The CuHatrman: Labour has advocated an increase in the exemptions in 


_ late years and, of course, members of the committee would like to know your. 


opinion as to the extent to which we could go in that direction should we agree 
with you? 

Dr. Forsry: If I may venture to intervene, I do not think it is possible to 
give any precise figure there unless you know what it is proposed to do in regard. 
to other aspects of financing this program. 

We very carefully refrained from saying we specifically favour this, that,. 


or the other thing. We say there are various possibilities. If, for example, the 


committee in its wisdom decided to recommend that the first suggestion—of 
raising corporation income taxes—should not be adopted, then it might feel 
obliged to say that under paragraph (c) the exemption would have to be 
lowered very considerably. Now we would prefer to have a substantial sum» 
come from the raising of corporation income tax and a less substantial sum 


t ‘come through paragraph (c). Until we had some idea of what was going 


= 


to be done in the first case or the second case—an increase in the rate of 
personal income tax—or about the suggestion on page 7 of eliminating the 
special income tax deduction of $500 granted to taxpayers of sixty-five and 
over—until we had some idea of what the total picture was in regard to 
financing, I do not think that we would be in a position to say whether any 
particular level was right or not right. | 


By Mr. Robertson: ‘ 
Q. Assuming that we do accept your suggestion of putting taxes om 
corporation incomes back to where they were, and also that we agree: to: what’ 
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you say on page 7, then what would you say about the level of exemption?— 
A. I think it would be conditioned to the needs of money for your pension. 

Q. I think that you, as a leader of a labour group, should have some very 
pertinent suggestions to give us on that point?—A. It would depend on the 
income from the four sources. 

The CHarrMAN: Yes, but you have them there. 

Dr. Forsry: It would not be a difficult calculation to make. We have not 
made it, but it would be a comparatively small amount. The first suggestion 
would bring in $3800 million according to our calculation; the second would 
bring in $125 million; and that leaves a residue of the order of $75 million to 
be secured not only from this lowering of the exemption but also from the 
suggestions contained in paragraphs (b) and (c) on page 7—eliminating the 
special income tax deduction for people over sixty-five, and the extra amount 
that would come in from the normal income tax paid by pensioners who were 
well enough off to pay income tax. 

The Cuarman: That is not an answer to Mr. Robertson’s question. He 
assumes that all you say has been accepted and he asks to what extent we 
should lower the exemptions? 

Dr. Forsry: We have not made the calculation. 

Mr. Ropertson: Would you say it would be down to one-half of the 
present exemption? 

The Wirness: I would not want to make a statement now. We would 
have to make a very careful calculation on it—and we would be very glad to 
do that. 

Mr. Rosertson: I think you should furnish that to us in the very near 
future. 

Mr. Brown: Have we any information as to what we now realize via 
income tax? 

Mr. Crotu: $630 odd million. 

The CHatrMAN: What is the lowest exemption that you would accept— 
independent from any calculation—what is the lowest calculation you would 
agree to? 

Mr. Rosertson: How far would you go, if necessary? 

Dr. Forsry: I am not prepared to make a statement, in the abstract. 
Incidentally, the calculation that is desired could be secured very much more 
easily from the Finance Department, but we would be glad to make the attempt. 

Mr. Suaw: I have in my constituency certain labour groups and, knowing 


the position which they have taken over the past ten years with respect to — 


income tax exemption levels, would the witness be prepared to declare that the 
members of the Canadian Congress of Labour would favour the lowering of 
the exemption levels for any purpose? 


The CHAIRMAN: If necessary? . 


Mr. Suaw: I am only speaking because of the correspondence and repre- q 


sentations which I have had from the labour groups. 
Mr. Brown: They state here that it would be for pension purposes only. 


The Wirness: We have asked the government over the years, in our annual 
representations, that the exemption be lifted—that merely confirms your state- 
ment. 

Mr. Croutu: May I just follow that? 

The Wirness: We are now stating that for purposes of pension we believe 
that the bulk of our members are prepared to pay for it. 


Mr. SHaw: In that way? 
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Dr. Forsry: In part. 
The Wirness: In part, subject to the other references in this brief. 
Hon. Mr. Foco: That would not realize enough money. 

The CHamrMAN: Have you any questions on this subject Mr. Fleming? 
Mr. Fueminc: I have some questions on the matter of cost. 

The CuarrMan: Well, we are dealing with the matter of exemptions now. 
Referring to page 8, do you have in mind anything like the Australian or 


_ the United Kingdom systems of levying a social security tax at a very low level? 


The Wirness: Yes, if we had a social security system in effect. 
Mr. MacInnis: That is the point, exactly. 


Mr. Weaver: I think my questicn comes at it in a little different way. 
Here we have a bill of $500 million which is proposed. I would like to ask the 
witness, assuming that $300 million comes from corporation taxes, and $125 


j amillion from income taxes put back to where they were, leaving a balance of 
— $75 million, would the proportion of Canadian opinion for which the witness 


speaks be prepared, in his opinion, to carry the balance of the $75 million—or 
their share of the load? 


The Witness: Labour alone? 
Mr. Weaver: The proportion that you speak for? 


The Witness: We would say that should be carried by the general run of 
taxpayers. When you talk about the taxpayers in Canada you are not talking 


- about trade unionists, or non trade unionists, you are talking about not only 


the taxpayers but potential taxpayers. 

Mr. Brown: What Mr. Weaver is trying to ask is what do you think, as a 
representative of labour, the general taxpayer would consent to? 

The Witness: Well, there has been a lot of talk in the House of Commons 


- in the last couple of years about the inability of the government to collect taxes 
- from say the farmers of Canada—and I am not using that in any deprecatory 
sense at all. 


By Mr. Weaver: 
Q. You mention so far as this load that is to be carried is concerned that 
yeu are asking somebody else to carry it?—A. We ask that the whole base of | 


_ taxpayers in Canada pay that shot; we are prepared to pay our part of it. 
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Q. Have you any estimate as to what your part might be?—A. I think 
that would be very difficult and I think that only the treasury board would. 
be able to estimate that figure, based on a calculation from their own figures 
on finances in this country. 

Dr. Forsry: I am not clear on the question? 

Mr. Weaver: Here we have a load of $500 million which you propose 
shculd be paid by the taxpayers in general? Now there are different groups 


_ that make representations to this committee and you do represent a large share 


= 
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of public opinion of Canada—otherwise you would not be here. Are you pre- 
pared to take on your share of the load in proportion to the size of the opinion - 
vou represent? 

The Wirness: Certainly. 

Dr. Forsey: If we are being asked what proportion of the load would be 


carried by the 350,000 members of unions affiliated with the Canadian Congress 


of Labour, I think that the answer is that we do not know. I think you would 
have to get the figures on wages of the whole lot of them and that it would 
a gigantic task, and I defy even the government of Canada to do it. 
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By Mr. Brown: 

Q. You are saying that you are prepared to have the exemption lowered 
for the purposes of pension and you are willing to go along with the general 
public provided the funds are allotted solely for pension purposes?—A. 
Certainly. 

Q. Now, I think it would amount to a considerable increase in necessary 
income tax collections, would it not? We are now getting $630 million—A. I 
do not know that it would, sir. 

- Q. You would have to almost double the income tax—A. If we had 
reached a saturation point in our ability to collect taxes in this country, it. 
might be surprising how little it might be—but I suggest, with all sincerity, 
with no reflection on the capacity of efficiency of the treasury to do its job, 
that we are a substantial yardage away from that saturation point. 

Mr. Brown: You mean the income tax department is not collecting all 
that it should be collecting? 

Mr. Croiu: No, no, he did not say that. 

Mr. Brown: I am only trying to find out. 

Hon. Mr. Foco: The rates are not high enough? 


By Mr. Brown: 


Q. Do you mean that the rates are not high enough?—-A. What I have 
said is this. Up until now, based on debates in the House of Commons which 
are largely history, and I am not blaming anyone— 


Q. I would not say they were history—we ‘have another word.—A. It is 


part of the history of this country. The government, through no fault of 
its own, because we want to give credit to them for trying to do as decent a 
job as possible, have not been able to reach the saturation point of the 
collection of taxes from everybody in this country. Consequently, until you 
reach that, and until you come as close as possible to 100 per cent in tax 
collection, then I do not think that even the treasury board can compute 
how much it would affect the taxpayers. 
Q. Do you mean “collection” rather than “imposition” ?—A. Yes. 


By Mr. Fleming: 1 

Q. I will come to this question of cost from a little different angle. Suppose 
that parliament comes to the conclusion that it is not prepared to increase 
taxes by $500 million per year and that we have got to be content to buy some- 
thing less with the funds available to parliament; and we get down to an 
examination of the threefold proposal which you have made—$50 a month as the 
basic pension at age sixty-five without a means test—where would you begin, 
within those three points? We will assume that we have got to make a choice 
among them. In relation to the proposal you put forward, if parliament says 
that we cannot find all of the money right now—where would you begin? 
Would you start with the elimination of the means test, an increase in the 
present basic pension, or a reduction of the age limits?—A. Let us take the 
last one first. Say that you reduce the age; that will of course benefit a 
substantial number of people but if, at the same time, the means test is applied 
differently in different parts of the country or on an over-all basis prevents 
certain people from getting pensions—even reducing the age to sixty-five 
without any change in the existing regulations other that that—all that still 
puts a premium on thriftlessness. It still prohibits inclusion of people who 
have honestly tried to put by a little money until sixty-five or seventy; and still 
it continues that comparative disenfranchisement of a large section of our 


elderly people. If I had to choose within the limits you set I would say that. — 


it would be better to abolish the means test. 
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Q. You make that number one?—A. Of those choices. Retain it at seventy 


rather than reduced to sixty-five and you still disbar an awful lot of people 


in this country; but I think the first thing you have got to do is to get rid 


of the means test. 


Q. Which of the others would you put in second place?—A. Age. 

@. And then an increase in the amount in third place?—A. Yes. ~ 

Mr. Crouu: Those are the 1945 proposals? 

The Wirness: Do not let me put my signature to the 1945 proposals. 
You have offered me a set of devil’s proposals neither one of which I like but you 
are asking me; in the event that parliament is as unprogressive as you do 


not want us to think it is—and, if you put a gun to our heads and say that we 


have got to take this, then we will take this. 


By Mr. Fleming: . 
Q. It is very helpful to have received that list of priorities but I would ask 


~ you now what your views on age sixty-five and what relationship the proposed 


reduction in age should have to retirement? We have been faced with this 
question in studying other schemes—as to whether there should be any compulsory 
retirement provision attached to the scheme, regardless of whether it is con- 
tributory or non-contributory? Have you any views to offer us?—A. That is 


one of our more current problems in negotiating private pensions which have 


been brought well to the force in the last six or nine months. We believe 
again, in referring to it as of right whether sixty-five, sixty-four, or sixty-three, is. 
the right age, that it is a matter for argument. However, we believe there should 
be a specific age which we have thought to be sixty-five as appropriate for 


 recelving pensions either as of right or contributory ones. Nevertheless we do 


believe that while receiving that pension it might be optional for the individual, 
consistent with the country’s economy at a given time, to retire if he or she 
so saw fit. For instance, while receiving pension, if that man or woman can 


make a contribution to the welfare of his country in bringing about greater 


production and consequently greater wealth, it should be optional with him 
whether he should be allowed to produce that greater wealth out of which 


- pension funds might be drawn. I do not think there is any scientific answer to it. 


@. So far as your basic universal pension of $50 a month without a means 
test 1s concerned, there is no condition of retirement in connection with it?— 
A. No. 


Q. I may have a similar question on the contributory scheme.—A. We 


_ think the large majority of people would be inclined to retire but there are 


exceptions to that and we think they should be allowed to work if they so 
desire. 


Q. I have a third question about the proposal of a flat universal basic 


pension. You refer to it being paid on the basis of a purely federal administra- 


tion because you say if you make it universal and non-contributory you do not 
need to worry about an amendment to the constitution. There is another angle 
to that that we have encountered in our study of the Canadian system and of 
some others, and that is that there has been a suggestion that there will be 
some room for adaptation to local conditions and some flexibility in your 
scheme. We have had that suggested as one of the reasons why administration 
in Canada should be on a provincial basis. Have you any further views to 
express on that, apart from what is in your brief—particularly in relation to the 
variation in living costs as between— 
Mr. Croutu: He answered that question. 


By Mr. Fleming: 


Q. Would you not comment generally though on the question of provincial 
administration?—A. I may say, sir, there is a record established on that, 
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for what it is worth, and that is in connection with the unemployment insurance 
—it has a universal yardstick across the country from Newfoundland to 
Vancouver Island. But even if unemployment insurance has not set a yardstick 
which we think is a good one from the standpoint of Canadianism as a whole, 
and going to the point of admitting there must be some margin between 
different parts of the country, having in mind the size of it and the atmosphere 
generally in different parts, it is on balance if we are going to make a contribu- 
tion to the whole Canadian nation, even allowing for the fact there are margins 
here and there. I think it is in the interests of this country that we do not put 
a premium on developing what might be termed as first, second, and third 
degrees of Canadianism. Even if someone might receive small potential benefit, 
having in mind living costs in certain sections, I think the contribution to 
greater Canadanism would be of more benefit to the country than would be 
achieved by playing around with differentials. 

Q. Perhaps my question about dominion-provincial administration may 
be better asked when you come to develop your ideas about the contributory 
scheme because, as I understand, your flat $50 pension proposal is designed 
to avoid any dual administration. 

The CuHatrMan: Mr. Fleming, do you say that on this general non- 
contributory basis there would not be any need for an amendment to the 
constitution? 

Mr. Futeminec: Excuse me, I did not say that. I said this, harking back to 
Dr. Forsey’s answer, that it was one reason that he put forward supporting 
the idea of a universal flat rate $50 pension without a means test. 

Dr. Forsry: It was one, not the one. 

Mr. Fuemine: I said one. 

The CHatrMAN: What about page 8, paragraph (c) where you say: “The: 
Congress would oppose a lowering of the exemptions for ordinary revenue 
purposes, but for this specific purpose the case is different.” Do you not think 
that if you earmarked a special kind of income tax at a lower exemption level 
for pension purposes, that in order to do it, you would have to obtain an 
amendment to the constitution? 

Dr. Forsry: We were not. proposing to ca it, and, as I said before, I 
am at a disadvantage here. I am a layman and there are learned counsel 
present who could answer that better than I can. I am afraid I must plead 
ignorance. 

The CHAIRMAN: You say that your system has the advantage of avoiding 
the asking for an amendment to the constitution. I am pointing out to you one 


feature of your proposal which would call for an amendment to the constitution. — 


The Witness: If you are posing the point that it might be necessary to 


provide an amendment to the constitution to provide for specific taxation for — 


specific purposes— 

The CuHatrMAN: For social service—that was the case in unemployment 
insurance. I was not a member at the time but Senator Fogo will bear me out. 

Mr. Brown: Is it being said that old age pensions are not provincial mat- 
ters? 

The CHarrMan: It is definitely provincial. . 

Mr. Brown: Why do you say on page 7 “The Congress therefore believes 
that the means test should be abolished forthwith, the dominion assuming the 
whole cost of the scheme and the whole administration.” 

The CuHarrMAN: If it is on a universal basis it is like family allowances, but, 
if you have a special tax for the purpose, according to sections 91 and 92 of the 
constitution, you would have to amend section 91 as you did in the case of 
unemployment insurance. 
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; Dr. Forsry: I would say, as a layman, that I do not think so. As I recall 
it, and I am going to stick my neck out so that the lawyers can chop my 
head off, section 91(1) I think says “the raising of money by any mode or 
_ system of taxation.” Now, I believe it has been held to be subject to certain 
- qualifications as a result of the head in section 92 which says : “Raising money 
_ by direct taxation for provincial purposes,”—it is a rather involved point and 
_ I am not aware of a judicial decision which would settle the matter. The second 
_ point I would make is that I do not think our paragraph (c) on page 8 id 
implying a specific tax earmarked for anything. What we are simply saying 
is income tax could begin at a lower level and it would be for the specific pur- 
_ pose of financing old age pensions. When we came to explain it to our people 
_ we would say yes, you are being asked to pay income tax at a lower level but 
_ you are going to get something for it. We are not suggesting here a special tax 
for income tax purposes. 
The CuarrMan: I think the first part of your answer, with all due respect, 
was incorrect. 
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By Mr. Laing: 
| Q. My question surrounds the area entered by Mr. Fleming. I think it is 
_ of paramount importance to us to consider that the proposal here involves an 
- Increase in federal expenditure of about 20 per cent of the total expenditure at 
present. We can assume that this further expenditure would put a quietus on 
_the taxation area or taxation revenue of the provinces because we cannot assume 
the parallel expenditure that you are going to get out of this tremendous 
centralization of authority under the federal government. You assume this 
is going to be a national problem in that you say “the dominion assuming the — 
whole cost of the scheme and the whole administration (this would obviate the 
necessity of securing the consent of the provinces).” You view this matter as 
being of no concern to the provinces whatsoever but what I am concerned about 
is whether or not you have any misgivings—and I assume you have no mis- 
givings at all concerning the problem of centralization of authority—because 
taxation powers are parallel to total authority. Would you care to comment on ~ 
- that?—A. Yes, I would. I think that anyone who has lived for any length of 
time in this country, and who has followed the history of dominion-provincial 
conferences, must have a number of concerns about what happens in those 
fields. I think our greatest concern is the inability to agree. I think I should say 
this also without appearing to be flippant at all. I think the provincial premiers 
and their spokesmen have very well looked after provincial interests without 
members of the House of Commons posing difficulties that might arise. That 
brings me to this old devil “centralization”. Why any Canadian citizen— 
Mr. Crouu: You will not like this? 
The Witness: —why any Canadian would allow himself to be elected to 
the House of Commons and, at the same time be afraid of his responsibility to 
administer the centralizing power of the government of Canada, I just cannot 
understand. I am not so much concerned about this devil of centralization, I 
am concerned with the lack of something being posed in its place to take care 
of the abuses that may or may not exist in this country. Today we have abuses 
in this particular field—or perhaps lack of use is a better term—to properly 
care for the aged. I have enough confidence in the common sense of the 
people of this country, no matter which government they elect—and of course 
I would rather see a C.C.F. government— 
Some Hon. MemBers: Question, question. 
The Wrrness: I have enough confidence in the common sense of the people 
_ of this country, no matter which government they elect, to believe that they are 
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elected to use their powers and not to abuse them. I cannot see any abuse of © 
powers by any government in this country in properly looking after the aged in 
British Columbia, Newfoundland, Nova Scotia, or elsewhere. To me it is the © 
assumption of responsibility rather the abuse of centralization. 


By Mr. MacInms: 


Q. You are putting old age ie on the same basis as family allowances? 
—A. Right. : 
Q. And as far as we know the provinces did not object. 


Dr. Forsry: I think it ought not to be overlooked that in our proposal the 
provinces would be relieved of a considerable responsibility which they have now 
—a considerable financial obligation—and we are not suggesting that the prov- 
inces have no concern in this matter of old age security because, if all the pro- — 
posals which we are suggesting were adopted, there are plenty of highly specialized 
services which the provinces could, and quite possibly should, provide. There are 
very wide fields which we have not entered. 


Mr. SHaw: At that point, would Dr.-Forsey agree that the power of the 
province to raise revenue is in direct ratio to the revenues which are raised by 
the dominion government for any purpose, so, while you may be relieving them 
of a certain responsibility, you may be imposing an even greater one on them? 


The CHarrmMan: That is Mr. Duplessis’ argument—that we are taking over 
all fields of taxation. 7 


Mr. Suaw: I am not advancing an argument; I am advancing an idea for — 
consideration. 


Mr. Laine: There is only so much money and if the federal government takes : 
another large proportion—20 per cent more than they are taking now—that woul : 
put a quietus on the total value of new revenue in the provinces. 


The Wirness: I do not think that is wholly true. It may appear to be but, — 
in the final analysis, your revenues in this country, or in any province, will, I — 
submit, be dependent upon the capacity of this country to produce wealth. While — 
there may be a tendency to greater centralization, and that centralization may — 
become an abuse in say an adverse economic period, nevertheless I think the — 
future of this country is conditioned to one thing and that is expansion; and even ~ 
in eliminating certain provincial areas there might be even greater sources to — 
draw from than these narrow limits. Your wealth and production has been ~ 
increasing year by year in this country and I suppose it will continue to increase. 


The CuarrMAN: Mr. Ferrie, you have been trying to ask some questions since q 
11 o’clock. | 


Mr. Frrrig: I would like to ask Mr. Conroy one question. You are talking: 
about the age coming down to sixty-five. When you take the age at sixty-five © 
would you compel them at seventy to retire? , 

The Wirness: Well, I doubt if I would. I notice that the Canadian Senate 
is proposing that senators be retired at seventy-five. That may or may not be © 
a good thing—it would depend on the individual. I believe that where a useful 
citizen can produce wealth it should be optional to him. I do not think that any — 
power in this country should deprive him of working to his day’s capacity. At — 
the same time you should not penalize the other 97 per cent who, at seventy, are — 
not able to work. 

Mr. Frrrm: You state there the oeae pension would be $50. Well, what 
would you do with that $50, would you add that to any private pension? 


Mr. Croiu: Let us not get into that now. 
The CuarrMANn: That comes in other parts of the brief, Mr. Ferrie. | 


— 
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Mr. Suaw: I should like to preface my question with this statement. I 
accept the theory that it is psychologically good to permit a man to continue 
working after sixty-five—of course conditions in the country may necessitate it. 
We were told in a recent hearing that in order to maintain a basic pension of 


_ $30 to all over seventy there would be a duty on management and labour to see 


that people were kept working after sixty-five years of age. What would you 


_ say about that? 


The Witness: As to a duty to keep people at work after sixty-five years of 
age, I do not think that is true. I think that shows one outstanding thing—a 
complete lack of confidence of the ability of this country to produce wealth. The 
record has shown that year by year we continue to expand our production in facili- 
ties and our wealth increases. In let us say ten years, or ten or twenty years from 
now, at the continuing ratio of the accepted figures of 2 per cent per year, unless 
the atom bomb destroys the entire universe which we all hope will not happen— 

Mr. Crouu: I did not think we were going to get into that this morning, 
but go on. 

Mr. Brown: Perhaps we can advance to the H-bomb. ; 

The Witness: The suggestion of keeping people on to sixty-five and 
seventy almost raises that as a spectre. 

Mr. Crotu: You are thinking of Mr. Bryce’s statement. 

Mr. SHAw: Yes. | 

Mr. Crouu: I think he said there was a desirability— 

Mr. SuHaw: No, he said there was a duty upon the shoulders of management 
and labour to change their thinking which is current today. 

Mr. Crouu: He said, ‘‘the desirability of keeping them on after sixty-five”’— 
| Mr. Brown: He said it was a duty to find employment where possible— 
but he was not forcing them to labour. 

Mr. SHaw: I should like to ask Mr. Conroy if he feels there is any 
question whatsoever about our ability in Canada today to produce the goods 
and services which will be purchased with the income that will naturally 
accrue to the people receiving this basic pension which he advocates? Is 
there any doubt about the ability of the people of Canada to provide the goods 
and services required for this extra purchasing power or redistribution of 
purchasing power in your proposal? 

The Wirness: Not the slightest. I think the figures indicate that wealth 


and production twenty years from now will be 40 per cent higher than as of 


today. 

Mr. Cannon: I was going to ask Mr. Shaw about the statement he made 
that management ought to change in thinking about the desirability of keeping 
people on after sixty-five—if I understand you correctly you are against that? 


~ You do not think that? 


Mr. Crouu: No, no. 

The Wirness: I regard that, sir, as an individual human problem. I 
presume it is based on the fact that we all become rusty around sixty-five, 
and that the laws of nature take their course with most of us and we will 
want to quit around that age, but there are exceptions to that rule. Maybe 
there are 5 per cent or 10 per cent that can go on. 

Mr. Cannon: Those are the ones who should be allowed to do so. 

The Wirness: Yes, if they desire to do so. 

The CHAIRMAN: That is your position. 

Mr. Cannon: In your proposal the basic old age pension would be paid 


) fully by the government and the provinces would not have to pay anything. 


~ Would you leave the administration in the hands of the provinces? 
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The CHarrMAN: That is in the brief. 
Mr. Cannon: I am sorry. 
The Wrrness: I think, in the physical sense yes, but because of the size 
of the country, let us say that you have a Minister of Health and Welfare to 
administer these proposals we have submitted, I think as a matter of con-_ 
venience the Minister of Health and Welfare is going to seek the co-operation — 
of the provinces as he does in the matter of the family allowances administration. — 
Mr. Picarp: That is administered entirely by Ottawa. 
The Wirness: But the cheques are sent out from given areas across the F 
country. 
The CHARMAN: Regional offices of the federal government. 4 
The Witness: Yes, but it is on a comparative basis to provincial — 
administration. 


By Mr. Picard: 
Q. It has nothing to do with the governments of the provinces. It is entirely — 
a federal responsibility, and for administration they put offices in each province. — 
When we talk of provincial co-operation we mean co-operation by the govern- 
ments of the provinces?—A. I presume there would be mutual co-operation — 
on the part of both governments. I cannot see any difficulty about that. 
Q. You are an optimist. 


By Mr. Cannon: E 
Q. Basically, whose responsibility would it be?—A. The federal govern= | 
ment’s responsibility. q 
Q. Well that would be a change because now it is the provincial govern-_ | 
ments who administer it?—A. Agreed. But, as a matter of facility—there are — 
no political jurisdictions involved. 
@. It is an important matter from the point of view of adtninistration? al 4 
A. I see. 7 
Q. Do you advocate that it should be administered BEE eas: or provin- — 
cially?—A. We submit of course that it should be administered nationally. 
Dr. Forsry: That is given on page 7, paragraph 22, lines 7 and 8. a 
Mr. Corr: On the other point which has just been discussed, there is a — 
difference between family allowances and old age pensions in that some of the | 
provinces since 1927 had entered the field of old age pensions, in partnership with — 
the federal government. Others came in in the interval between 1927 and 1936. 
Now do you think, Mr. Conroy, that there would not be any difficulty there il a 
having provinces completely withdraw from that field which they have entered — 
since 1927? That is an essential thing in any comparison between family allow- — 
ances and old age pensions—family allowances was a field which had not been — 
entered by the provinces before the federal authorities came in? 7 
The Witness: Well, sir, I have taken a great deal of pleasure out of watcha 
ing the operations of the last dominion-provincial conference. I think all 4 
Canadian citizens have witnessed a very wholesome change in the attitude — 
of the provinces towards government. We know there are conferences yet to 
be held but I think the atmosphere, the accolades paid between provinces and — 
federal officials, provide the hope that what might have been called tension | 
and differences twenty years ago or even ten years ago are showing a tendency ~ 
to diminish. I think we are finding, without blaming the provinces or officials 
of both types of governments, more amenable acceptance of the realities of the — 
situation—that these are plmeariian problems and not necessarily problems of 
one section of the country. I think that to use the premium put on the situa- — 
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tion as of twenty years ago is not being realistic. I think even the most 
militant provincial premier has now come around to the point of realizing that 
this thing can be carried too far in terms of Canadian public opinion. 

Mr. Brown: Which one are you referring to? 

Mr. Crouu: You know who. 


; Siabe Witness: I was not at the conference and I do not know who spoke the 
oudest. 


By Mr. Cote: 


Q. That is a striking feature. The provinces actually hold the entire 
administration of old age pensions. Now another point, Mr. Conroy, in advo- 
cating a basic non-contributory pension of $50 a month, you do not seem to 
take into account what would be the size of the future contributory scheme 
which might be set up in accordance with your second conclusion?—A. I think 
that would require a separate study, sit. , 

Q. Do you think the basie pension could be much lower, depending on 
the value of the contributory scheme?—A. I thick it would almost wholly 
depend upon what the basic pension would of right be. I think you would 
have to indulge in some supplementary figuring once your basic pension was 
established. . 4 

Q. I just want to be sure whether your figure of $50 is definite or subject 
to variation according to the strength and importance of the contributory 
plan?—A. I would say the $50 basic pension as of right would come first, and 
the contributory pension would: come second.. 


Mr. Freminc: You mean they are cumulative? The contributory is not 
a substitute for the basic? , 

Mr. Cots: No, it is supplementary. Is your figure of $50 a month based 
on what you mentioned a few moments ago—that it might take some time 
to get the necessary agreement with the provinces to implement the contributory 
scheme and, in the meantime, it would require a basic minimum old age pension 
of $50 a month? 


The Witness: I do not know that we have to put a premium on possible 
disagreement with the provinces. We are aware, of course, that there must be 
discussions. but, in any event, whether there would be agreement or disagree- 
ment we would say that first things should come first, that the basic pension 
should be installed, and that discussions and subsequent agreements should 
be arrived at on a contributory basis with the provinces. 


Mr. Buarr: You talked this morning about the cost of this scheme being 
$500 million. This, however, is only one phase of social security and I am 
referring now to the question of the great necessity at present for a health 
scheme. Then, there is the question of another group which should be moved 
into the welfare class—and I am referring to invalids—possibly at the age 
of twenty. How are you going to finance that necessity—and it is just as 
important as the old age scheme—if your proposal is going to cost $500 million. 
We have discussed the question of income tax this morning and how far we 
are going to go in that connection. As I say, the other scheme is Just as impor- 
tant as the old age scheme and we are anxious to provide for it, but how 
are we going to finance it? 

The Witness: Let me try to be as specific in that regard as I can. I think 
from. the very fact that we have a Minister of Health and Welfare—and I am 
not indulging in politics here when I say we have a very good one— 


Some Hon. Memsers: Hear, hear. 
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The Witness: The fact that we have a ministry of health and welfare 
indicates automatic acceptance of national responsibility for health and welfare 
in this nation. As to the cost and what it is going to cost us—this is perhaps 
beyond the province of this committee but it is a direct question and I think © 
has to be-answered ‘by the people of Canada and the government. of Canada. 
It is not a question of what it is going to cost.but it is what lack of the system 
is costing us now. I doubt if anyone can even guess at the figure. 

Take it from the most remote hamlet in this nation, from the small towns, 
the cities, the provinces. In a small way, by the recent grants the federal 
gvovernment through the ministry of health and pensions, is assisting in the 
building of hospitals, training of people, and all the rest of it. I am now guessing, 
based-on what I have observed in this country, that if we put our health and 
welfare on a properly regulated basis, operated by the dominion government 
in conjunction with the provinces, and the municipalities, I am prepared to 
say that it would not cost us any more than it is costing us to support it now 
on a basis of what has almost become an organized racket. Let us take the 
community chest as only one symbol of what is going on in the country—and 
there are a very large number of organizations outside community chests — 
entirely. | 

It is costing this nation untold tens of millions. of dollars for the most 
unscientific system of health and welfare that any country has seen. I am 
prepared to bet $5 with anybody who is prepared to figure it out. 

Mr. MacInnis: Nobody here has $5. 


The Witness: You raised your own wages without negotiation; I know 
that. Perhaps that was a unilateral negotiation. I think there was ‘only one 
vote against it. 

But to be serious, lacking specific information on this question, it is my 
honest belief that it is ‘costing Canada more money now for an organized racket — 
of indirect health or charity contributions than it would if the matter was 
handled on a proper scientific ‘basis and added up dollar for dollar, and it 
would not cost the country more than it is now costing. 


By Mr. Brown: 


Q. Your idea is to spread it around among everybody?—A. Yes. 
Q. And not take so much out of those who actually incur the obligation — 

through services rendered?—A. It is a national problem. 
Mr. Buatr: It will still take money. 


The Witness: I doubt if it will take any more out of the individual pocket. 
We are paying it in municipal taxes, the business man pays it, we pay if in 
prices; if it was paid in one shot. it would not amount to more. 

Mr. MacInnis: It is paid directly when you get a private service. 

Mr. Buair: Have you in this calculation taken into account the number — 
of people who are living longer—the age of the population? People are living ~ 
longer. Have you taken that into account in your calculation? sg 

The Wirness: In a general way. We have read the figures of the govern- — 
ment on the prospective increase year ‘by year up to, I think it is 1971. Yes, 
we have taken that into account, sir. ,We Bie ‘there is going to be an 
increase in cost and consequently an increase in responsibility; but there is 
the very important fact that side by side with this increase in cost, the wealth 
of Canada will more than increase proportionately. In 1971, while the figure 
compared with today may seem rather fantastic, nevertheless ‘based on — 
increasing production the wealth of Canada in 1971 will be much beyond what 
it is now, and I think we can still-afford that cost better in 1971 than we can — 
today. 
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| Mr. Buarr: Bat even if you broaden the basis you are going to have more 
population? 

The Witness: We will have more production and more wealth. 

Mr. Buatr: And a larger population. | 

The Witness: And more wealth. 

Dr. Forsry: The point is dealt with at the bottom of page 7 and at the top 
of page 8 in paragraph 26. 

Mr. Macnavucuton: I have heard your assumption with regard to increasing 
income and I find it difficult to fit this in with Mr. Forsey’s views on booms 
and depressions which we studied together years ago. Of course if we get away 
from this voluntary system of campaigns such as the Financial Federation 
Campaigns, and substitute, shall we say, an increase in the civil service to 
administer any future scheme, we automatically get away from the great volume 
of voluntary effort given by a great many people across the country, do we not? 
To that extent the cost is automatically going to increase considerably, is it not? 

The Witness: Based on a purely extensive connection with welfare work- 
ers in this country in almost every province, I wish at this time to pay tribute 
to the idealism which motivates their work; I do not think that can be assessed 
in terms of money. It is a fine thing that these people exist, but side by side 
with that idealism—this is my own experience—I have found no more frus- 
trated group of individuals who are trying to do a good job than the welfare 
workers of this nation, largely because of budget provisions and largely because 
of almost complete dependence on public contributions, which is almost a con- 
tinuous nightmare for them, believing as they do that success or failure— 
and their work is never completely successful—is almost wholly dependent 
on the whim of the voluntary effort of individuals. If we go to a proper state 
scheme it seems to me we could harness the idealism of all these people—and 
there are a lot of them—with the assurance behind the idealism, and for the 
first time this idealism will be harnessed to do the successful work we want 
to do. I think it will be an asset in spite of taking away that dynamo behind 
the voluntary effort. 


By Mr. Ferrie: 


Q. I think Dr. Blair has hit the nail on the head. This scheme, because 
you have a flat rate fee, will injure the rest of our schemes which we have 
in view for the benefit of all the people of Canada. Your idea is that it will 
not; that it is possible to go out to the people of Canada and get another $500 
million, we will say, next year, for another purpose altogether, for a purpose 
just as important to the state as the old age scheme we have now. What 
about our invalids and our cripples and those who are not able to earn their 
living? That cost would all go on to the taxpayer. Now, your idea is that 
when a man starts to earn a living from 18 to 65 years of age he will carry the 
load. Are you satisfied in your mind that he is willing?—A. I thought I had 
already answered that question when I said that he is now carrying the load. | 

Q. No, he is not; no. no, he is not—A. The general run of the popu- 
lation throughout this country, either directly or indirectly, from the most 
remote hamlet at least up to your provincial level through direct. contributions 
through the Minister of Health and Welfare and sundry schemes across the 
country, is in most cases directly paying now, and through these continuous 
contributions indirectly they are being pressured into paying the cost. 

Mr. Buair: You say it is not enough? 

The Wirness: It is not enough in my opinion, for the simple reason that 
the proper treatment of the problem has not been approached. It is a hit 
and miss principle; and I have, subject to being corrected, the figures to prove 
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otherwise; and while we are doing an unsatisfactory job it'is actually costing — 
us more to do it than if we did it on a scientific basis. I believe that the health — 
of this country is the greatest asset a country must have in peace or war. — 
Because of its necessary status in the country, it must be the concern of the 
entire nation. I do not think it is.a thing you can play around with. 


By Mr. Benedickson: 

Q. We are considering the basic and very attractive recommendations of 
the Congress toward the elimination of the means test, reduction in the age, 
and an increase in the amount of pension being paid; and I was impressed 
with the answer given to Mr. Fleming, which was that while all of these features 
are desirable, if, in the opinion of parliament some of them had to be sacrificed, © 
the thing which it was least desirable to sacrifice was this feature of elimination 
of the means test. I am wondering if that is biased— 

Mr. Croutu: He said most desirable to eliminate. 


The CHAIRMAN: Mr. Benedickson phrased his question the other way. 


By Mr. Benedickson: 
Q. I was wondering if that in any way is based ‘on advocacy—I will not say 


biased—I will say advocacy for the group that you represent; whether you are : 


thinking in terms solely of the interest of the people you represent or whether it is 
a recommendation beyond that; I am asking you how many members the Con- 
gress has?—A. We have at the moment approximately 400,000 members. 

Q. Could we get any information as to the present average earnings of 
the members of the Congress?—A. You would have to look it up, based on 
industrial earnings. 

Q. The Congress itself does not keep a constant report on the average 
earnings?—A. Other than in a general way it is impossible; we must depend — 
on government estimates and figures. ! 

Q. Would you be able to give some idea as to, say, the range of earnings of © 
your members?—A. The best we could do is, first of all, give you rates, then we ~ 
could select a number of industries reported upon by the government where our — 
workers are employed. We could give you that information. : 

@. I imagine then that we should withhold any questioning on the per- — 
centage of your membership that have negotiated private industrial pensions, 
and for that reason are most anxious to not have means taken into account in 


setting universal wage rates? I will not pursue that—A. I should say that at P 
the moment the percentage who have negotiated private pensions is extremely — 


small, 

Q. I thought that probably would come under the other heading. Also, 
’ I was quite interested in section 31 of your brief in which it is advocated that | 
the $50 a month pension be increased automatically each year by 2 per cent, 
and you say: ‘While productivity is difficult to measure, the skill in measuring 
it has developed considerably and a more accurate yardstick is becoming 
available.” What is the more accurate yardstick you are referring to?—A. We | 
are basing it on better statistics. 

@. What are those?—A. Better government reports. 

. On what?—A. Increasing wealth and production. 

(. You are quite familiar with the various reports tabled by the Bureau of 
Statistics—what particular tables are you basing that on?—A. We are taking 
tables on the sum total of wealth and production over given periods. a 

@. Would you be able to put those figures in front of us now?—A. Not at the 4 
moment, but we probably could get them. “ae 
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By Mr. Brown: | 

Q. Following the questions of Mr. Benidickson, you were talking about wage 
levels. I assume that since Windsor, Ontario, has the highest wage level in the 
Dominion of Canada then they would have to bear the brunt of such a program ?— 
A. I do not think that necessarily follows. 

Q. They would have to pay more?—A. Sometimes Windsor has had extensive 
periods of unemployment. 

Q. Yes, but I am talking about the present time. 

Mr. Lana: Who said they have the highest wage levels in Windsor? 

Mr. Brown: The Dominion Bureau of Statistics. 


The Witness: Every so often I read the figures and I think it is a matter 
of parochial pride. Windsor has the crest one day and some steel centre has it 
the next day. 

Mr. Latna: What about Trail? 


The Witness: British Columbia is more or less traditionally the highest, but 
I do not know what the facts are. 


Mr. Bentpickson: Mr. Conroy then does not go on to indicate any specific 
yardstick in this respect and we would probably have to follow this particular 
matter up in the way of proof by getting information from the officials of the 
Bureau of Statistics? 

The Wirness: About the best yardstick we would have at the moment, 
subject to supplementary information, is that on an average our annual wealth 
and production has increased by 2 per cent. We would have to supplement that 
by more specific information. 


Mr. Latina: Would Mr. Conroy permit a general question. I have in mind 
the general concept of social security and retirement. What is it going to do in a 
time that 1s not economically as good as that of today? Before coming here 
I had some experience in school boards and with teachers there was always the 
argument that they should work for less because they had a pension and; it was 
also said that they had two or three mounths’ holidays a year, and in addition they 
should work for less because of the pension they were going to have. What is 
the effect that general pensions will have—how will that be taken care of by your 
concept of universality? 

The Wirness: Let me put it this way. I think the most immediate reply 
would be to say what happened after family allowances were paid. On or about 
the time the federal government initiated that, we had many prophets of doom 
in that field. It was said that in the average family there were half a dozen 
youngsters and they would get $30 or $35 a month. It was said the father would 
stop working, would go on a bender, and would lose his initiative. Perhaps the 
Minister of Welfare can give facts and figures, but I am prepared to say that the 
forecasts have not been borne out. The added security to the family has lent, 
generally, more initiative to the family to do a better job. There is less fear in 
the home than there was before family allowances were inaugurated. i 

What about old age pensions, and the first time they were inaugurated 
- twenty-three or twenty-four years ago? We had an army of prophets up and 
down the length and breadth of this land. It was molly-coddling; it was the 
dole; spoon feeding; the country was going to the dogs; everybody would stop 
work. The same thing was true when unemployment insurance was going to be 
paid. That was another dole; another spoon feeding; and molly-coddling ; people 
would lose initiative, and their anxiety to make contributions to the country’s 
welfare. In spite of all that, the labour force of this country 1s now bigger than it 
ever was in history, and production and wealth is bigger. I suppose it is not 
an enigma therefore that profits in industry are larger than they ever were before. 
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I have more confidence in the Canadian people than to believe that the average 
old man or old woman who has spent forty or fifty years over a coal stove or a 
wood range boiling herself half into chemicals is suddenly going to be overnight 
lazy if she gets what I believe is her heritage. 


The CuatrMan: That does not answer Mr. Laing’s question. 

Mr. Laine: I was asking whether your concept of universality would mean 
that men should work for less because of this pension? 

The Witness: I do not think so. I think when fear is taken out of a 
man’s mind it makes him a better worker and a better citizen. 

Mr. Macnaucuton: Therefore with more security his productivity would 
increase rather tham lessen—that is your thesis? 

The Witness: I am going on the record of those who accumulate their 
first million dollars. They are never content until they have accumulated the 
second one. ; | 

Mr. Crouu: Are you speaking from personal experience? 

The Witness: No, I am an exception. 


By Mr. Shaw: 


Q. Mr. Chairman, some persons talk of the possibility, and others of the 
inevitability of recession—none of us want it, but we must be realistic. I think 
the total national income today is about $13 billion; the gross national product 
is about $16 billion; the budget $2,400 million—which you propose to increase 
to $2,900 million. 

Now, should the national income fall to $7 billion, and if our government 
continues to find itself in the position which the Minister of Finance says it is 
in now with such a hard core of fixed commitments that we cannot expect lower 
budgets for some time, do you think this proposal ‘of yours with an additional 
$500 million will survive? I am realizing that if that recession comes it will 
not be because of our inability to produce, but do you think the scheme will 
survive?—A. I will tell you how it will come about—not through our ability to: 
produce but through our inability to consume. 

@. I do not agree with you—your ability will remain the same. 


Mr. MacInnis: Your capacity will remain the same, but not your ability. 
Mr. Suaw: Your ability will remain the same. 


The Witness: There is a rather amazing feature to this field of prophecy ~ 
that those who believe most in free enterprise—I do not deprecate them—are the 
ereatest prophets of doom as to the future of the system, particularly when it 
is proposed that life be made a little move livable for the men who were 
responsible for the production of the system itself. You can adjust the 
tariffs, you can fail to prosecute the millers, you can do a hundred and one 
things that affect our top financial brackets, but when these things happen the 
system has one feature that is always important. When you produce more 
than can be consumed, when buying power lags, then the bottom is going to fall 
out of your market and you inevitably face a depression. That kind of prophecy. 
has been made many times before, and is one that has never come out true. 


Mr. Crouu: No, except as it relates to the recurrence of a depression. 


The Witness: The recurrence of depression has in my opinion been con-’ 
ditioned from one fundamental, the lack of ability on the part of people to buy | 
goods, to consume goods. But I cannot see any way in which you can redistribute’ 


national wealth in such a way as not to be sure of avoiding a depression; as’ 


a matter of fact I think it is more likely to work the other way. There are a 
good many people who say that if you increase production every year you won’t: 
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need to worry, but what use is it to produce goods if people are not going to be 
able to buy them? You can’t produce yourself out of a depression. 


Mr. Suaw: What I am getting at is simply this; accept conditions as we 
know them to be, let us face what we have to face. If we are going to have a 
depression let us prepare ourselves to meet it. Things may not be what I would 
like to have them, or what a good many people would like to have them; but 
whatever the conditions are we will have to face them, and I think we have to 
be a little bit realistic, even theoretically. 


The Wirness: It is not an entirely theoretical condition in a country like 
this when you have a budget of over $2 billion in relation to a gross national 
production figure of $16 billion. It seems to me that position would be relatively 
much better than what you had in 1939. It would seem to me that you could bet- 
ter afford it today. 


Dr. Forsry: I wonder, Mr. Chairman, if I may be permitted to supplement 
what Mr. Conroy has said with respect to the setting up and development of 
social security measures and the effect they will have on the national economy 
by suggesting to the committee that they refer to an extremely interesting state- 
ment on the matter which appears in the, I think it was, August 1944 issue of the 
Canadian Journal of Economics and Political Science. I refer you to an article’ 
there by Mr. J. R. Beattie of the Bank of Canada. 


Mr. Crouu: The Prime Minister in a recent speech said the very same thing. 
Dr. Forsry: I had in mind someone who would be apart from polities. 
Mr. Brown: Well, the Prime Minister is above politics. 


The CHarrMAN: Well, gentlemen, ‘it is 1 o’clock. I have a few questions 
which I want to ask the witness but I have not had a chance to put them yet. 
I suggest that we sit this afternoon at 4 o’clock. 


—the committee adjourned. 


AFTERNOON SESSION 


TuHurspay, May 11, 1950. 


The committee resumed at 4 p.m. 


Mr. Pat Conroy, Secretary-Treasurer of the Canadian Congress of 
Labour recalled: 


The CuarrMANn: Senator Fallis and Gentlemen, at 1 o’clock I think we were 
on the first section of.the brief of the Canadian Congress of Labour. Are 
there any more questions on the basic universal no-means test non-contributory 
scheme? 


By Mr. Shaw: 

Q. Yes. I have one question. The brief in its reference to that section 
of the pension scheme referred to in (A) is the brief of the Canadian Congress 
of ‘Labour. Have these specific proposals for financing on page 8 been approved 
by the Congress as such in convention or through contacting branch organizations 
which make up the congress; or is that merely a statement by the executive 
of the Congress itself?—A. May I say, Mr. Chairman, in reply to Mr. Shaw, 
that the Congress for a number of years in annual conventions has adopted 
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specific proposals in the form as outlined of the wishes of the membership of 
the Congress as to the general desire in the field of social security which, of 
course, provides for old age pensions. 

Every year we have reiterated our position in that respect to the eovernment 
during our annual representation. This year when it was announced by the 
government that a parliamentary committee would be set up, the executive 
council of the Congress, which is the next agency of power to the convention 
itself, and which carries on between conventions, based upon the decision of the — 
government to set up a committee, appointed a sub-committee of the executive 
council to prepare a brief on this question as representing the executive council 
which, in turn, has a representative from each union on the council. The 
representation of the council is automatic. There is one man from each union — 
on that council; and from that body a sub-committee was selected to draw — 
up a brief to submit to your committee. 

Q. Might I just add that my only reason for bringing the question up — 
again is that I find it hard to believe myself on the basis of the representations — 
which have been made to me that this is what they have been asking: for, as 
a method of meeting the cost. I will accept your statement, Mr. Conroy.? 
—A. May I say, sir, I think our position is almost analogous to that of yourself 
as a member of the House of Commons. I am sure that from time to time 
members express opinions on a specific sudject which is before the House of 
Commons; and I think it is only fair to.say that it is not at all times possible — 
for them or for any member of the House to go back home and to consult their 
constituents as to what decision they should take in the House on a given 
question. So you have assumed your responsibility as a member of the House — 
of Commons and we likewise have to assume our own responsibility as members 
of the council. Now, as to whether we have done right or wrong, that will be — 
determined at the next convention. . 

Q. That is right. I understand it. 


The CHatrMAN: Are there any other questions? 


By Hon. Mr. Fogo: . 

@. There is one question I would like to ask. It is a very simple 
one. Referring to the financial setup again and to the item on page 8 under 
the sub-heading 27-a, referring to Corporation Taxes, I read: 

(a) Putting taxes on corporation incomes back where they were 
during the war would bring in well over $300,000,000. ~, 


I wonder if Mr. Conroy or Dr. Forsey would indicate just what they mean — 
by that. I mean whether or not it is an increase of corporation taxes or a 
_ reimposition of the excess profits tax? 

Dr. Forsty: We have more than once talked of a reimposition of the 
excess profits tax. But again I would point out that we are merely suggesting — 
possibilities here. We do not want to go into details about it. But as I recall 
it some years ago the average rate of combined excess profits tax and corporation — 
income tax was pretty close to 50 per cent—it was 49 or 48 point-something- | 
or-other, and that was the average rate on which we made a very rough 
estimate of that $300 million. 


Hon. Mr. Fogo: So far as we are concerned, if an additional $300 million 
were obtained from corporation taxes, you are not expressing any preference 
for a straight increase in corporation taxes as against a reimposition of the — 
excess profits tax? 

Dr. Forsry: We have not in mind anything of that sort. 

The CuHatrMAN: It would practically amount to the same thing? 

Dr. Forsry: Yes. 
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Hon. Mr. Foco: But it would not come from the same place. 
Dr. Forsry: The amount would come from the same corporations. 


The CHairMan: If taxes and corporation incomes were back to where they 
were during the war that would mean a 100 per cent excess profits tax. 


Hon. Mr. Foco: That is what I assumed, but apparently that is not their 
case. Mr. Forsey indicates that was not the thing. 


The CHArmMAN: What is the thing? 


Dr. Forsry: It is immaterial to us how you do it. We think you can get it 
out of the corporations of this country, that you canrget that amount, if that is 
the position you want me to take. 


Hon. Mr. Foco: I am only concerned about your thinking. 


Dr. Forsry:. We have asked for the re-imposition of the excess profits 
tax and I suppose that is our position. But on the other hand in regard to this 
particular brief I do not think we have any intention of being dogmatic about 
the precise method of doing it. We merely suggest that the corporations of this 
country could provide for this purpose what they provided for the war. 


The CHAIRMAN: Suppose we do accept your proposition, Mr. Forsey, and — 

that we do collect from the corporations over what they are paying now in income 
tax an additional sum of $300 million. Suppose we do that for old age pension 
purposes. How could we get any more money from the corporations for the 
purpose of financing, let us say, sickness benefit insurance schemes, or invalidity 
pension systems? 
_ Dr. Forsty: My answer would be that there is an old Scottish proverb as 
follows: “Dinna cross the bridge till ye come to the burn’. I do not see any 
point in trying to cross a bridge until we come to it. I can see no prospect what- 
ever, in spite of some rash hopes that seemed to be held up before us, of the 
enactment of a health insurance scheme, a sickness benefit scheme, or an inva- 
lidity scheme in the near future. 


The CHAIRMAN: But suppose there is? 


Dr. Forsry: When the House of Commons and the Senate appoint a Joint 
Committee to go into that matter I would be prepared to help to present repre- 
sentations from our Congress on that matter. 


The CuHairMAN: But you are not answering my question. Where do we get 
the money if we have taken it all for old age pension purposes? 


Mr. MacInnis: I think your question is out of order, Mr. Chairman. If 
any other member of the committee were to ask that question, or anyone wanted 
to appear before this committee to make a statement on social security, 1t would 
not be allowed to be heard. Consequently I think your question is out of order 
until you are dealing with the question of a social security scheme. 

The CHatrMaAn: Well, I find it difficult to Judge without prejudice on ques- 
tions of order pertaining to my own questions. I believe it is in order, after all. 


Hon. Mr. Foco: Surely it is in order if the witness suggests that $300 million 
for this purpose can be obtained from corporation taxes. Surely it is in order 
to ask the witness what he considers the method should be of collecting that 


$300 million from the corporations. 


Mr. MacInnis: That is not the question he was asked. 
Hon. Mr. Foco: Yes, it 1s. 
Mr. MacInnis: No, it is not. 


Dr. Forsry: I think he has in mind that something else may come from the 
implementation of it: that we will need more money from the corporations. 
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By Hon. Mr. Fogo: 


@. And also, will the corporations be in a position to pay their share of 
an industrial scheme if they have to pay an additional $300 million in corpora- 
tion taxes? That is a relevant question too. —A. We have no objection to answer- 
ing these questions. I want to give you and the committee every assurance that 
we have no desire to avoid or take refuge behind any difficult question; and if 
we cannot answer a question, we will say no. 


The CHarrMAN: That is correct. 


The Wirness: Now then, having said that, I regard your question as being 
merely a repetition of the question asked this morning by Dr. Blair. 


The CHAIRMAN: Well, it is. 


By Hon. Mr. Fogo: 
Q. It is really a little broader——A. Perhaps a little broader, or a little more 
specific. First of all I think I should show some solicitude about the regard 
which is being held here for corporations. 


The CuairmaNn: I do not think that is fair, Mr. Conroy. I must ask you to 
refrain from such statements. 
Mr. Roprertson: This is not a political forum. 


The CuHatrman: No, this is not a political forum. And I am not here to 
protect corporations and I want you to know it; and the members of the com- 
mittee are not here to protect corporations or anyone else. We are merely seek- 
ing information and I would like you to bear that in mind in your answers. 


The Wirness: Then we find agreement in the fact that there is no undue 
regard being held here today towards corporations. But my answer is the same 
as I gave to Dr. Blair this morning. It is not a question of raising new taxes. 
It is a question of transferring or substituting for taxes direct or indirect being 
paid now all the way from the individual to the municipality and the local hamlet, 
town, city and province; and to some extent by the federal government which 
is now, In a variety of fashions actually paying the money for an unorganized 
indirect form of welfare provision which in our opinion is neither scientific nor 
sound. And if you had a government system it would not in the final analysis 
amount to anything more than a matter of merely making a transfer to a direct 
basis, and actually saving the country money in comparison to what is is paying 
now. 


By Hon. Mr. Fogo: 


Q. You do not fear that the imposition of corporation taxes, for example, 
would have a detrimental effect on the corporations themselves as productive 
agencies or agencies under which production is carried on?—A. I am looking at © 
the record. 

Q. I am thinking of a possible limit. Is there not a limit to which you can ° 
tax any group of taxpayers? Mr. Forsey has said that we need not cross a bridge’ 
until we come to it. But when you are thinking in terms of legislation, you must 
try to cross the bridge before you come to it because when you get on the bridge 
it may be too late. My suggestion to you is that $300 million additional corpora- 
tion taxes may be near the danger point beyond which you cannot go without 
injuring the capacity of the corporation to carry on, or beyond which you deprive’ 
that corporation of the ability-to do other things of a social welfare nature which 
you and I might expect a corporation to do. If you take the dollars for one 
purpose, then the corporation has not got them for another. Is not that correct? 
——A. Let me say this: | 

Q@. I appreciate that it 1s a question you cannot answer.—A. Perhaps we _ 
cannot answer it to your satisfaction. , 
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' Q. I shall accept your answer whatever it is—A. Let us find an area of 
_ agreement first. There is of course a saturation point in all these things. Just 
_ to say there is no limit does not make sense. But in so far as the re-imposition 
of the wartime basis of taxation is concerned—and I may be wrong about this 
—TI do not know of any corporation in this country which has suffered excessively 
from wartime taxation. Their profit balances on the whole were fairly healthy; 
and our production even now despite unemployment has maintained itself almost 
on a wartime basis. So I am at a loss to understand how a re-imposition of excess 
taxes could constitute an undue burden upon industry. It did not do so during 
the war and I cannot see how it can be an undue burden now. 
Q. It might constitute a hindrance. I have in mind the rest of your brief 
now, and perhaps I am anticipating you a little—A. Let us deal with the hind- 
rances. After all this is not a new story. Let us go over the record of this thing. 
_ I must say this in order to be fair to industry: that your position and attitude 
represent a traditional attitude of industry towards insurance and even towards 
- the mildest of social reforms, and at all times it has been a consistent no”. 


By the Chairman: 


Q. That is not the point under discussion, Mr. Conroy.—A. Yes. 
| Q. We are discussing the financing of it—A. I am dealing with financing 
now. Let us start with the abolition of child labour. That was supposed to 
_ bring ‘society down about its collective ears. That was the story of industry. 
_ If we did away with the exploitation of children in the cotton mills and the coal 
_ mines at the ages of 7 or 8, it was felt that society would fall to pieces, 

Q. I do not see what that has to do with a discussion of the financing of 
your plan. What is the opinion of the committee. 

Mr. Crouu: I think he is leading up to a point. 

Mr. Ropertson: What happened in England is of no concern in this case. 

The CHarrMAN: I do not think that the problem of child labour has any- 
- thing to do with the collecting of money for old age pensions. 


By Hon. Mr. Fogo: 


@. Can we not say that we accept Mr. Conroy’s introduction to his subject, 
because I think we agree with him that many social reforms had to be imposed. 
_ but subsequently were regarded as being very good things. I think we are all 
agreed as to that.—A. And those who opposed the thing then, now claim it for 
themselves. : 
Q. Yes. And even in the memory of some of us I think Workmen’s Com- 
pensation was first opposed, but today it is pretty generally applauded.—A. T am 
talking about more recent times in the different provinces in this country, not 
about child labour in Britain. However, I am at the disposal of the committee. 
: Mr. Crouu: On a point of order, Mr. Chairman: a question was asked of 
Mr. Conroy by Senator Fogo; and it does seem to me that Mr. Conroy should be 
permitted. to answer that question. 
The CHAIRMAN: I want him to answer it but I would like him to give direct: 
- answers. 
| Mr. Crow: In a matter like this I think the witness should be permitted to 
_ answer the questions in any way that he can. 
The Wirness: Is this to be court procedure? 
| The CHAIRMAN: This is not court procedure. But in many instances in the 
last half hour you have contributed certain affirmations that were, in my opinion, 
out of step, and I ask you very politely to try to refrain from making those’ 
comments. 
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Mr. Macnaucuton: May I say that I think the witness should be allowed — 
to speak freely and frankly because this is not a Star Chamber. 

The CuarrMAN: That is right, it is not. 

Mr. MacInnis: Let the witness complete his testimony whether we like it 
or not. 

The CuatrMan: I would like him to do so, but this 1s not a political forum. 

Mr. Crouu: It might turn into one. Sometimes we ask pohucal questions 
here and we expect to get political answers. 

The CHAIRMAN: All right, we will leave it at that. 

The Witnuss: My answer is: that this is not.a new thing as to the capa- 
city of industry being unable to bear a certain burden. It is not a new thing 
for industry to say: We cannot do it. They have always said that. I prefaced 
my remarks by a ‘reference to child labour and up through minimum wages; and 
when it was proposed to pay $8 or $9 a week to some poor dishwasher— 


By Hon. Mr. Fogo: 


@. My question had nothing to do with the attitude of corporations. My 
question was as to your opinion on the ability of corporations actually to bear 
the burden you are suggesting without hindering their operations and their 
ability to do other things of a social character—A. All right. Based on their — 
profits during the war, based on the excess profits taxes during the war, based 
upon their maintenance of production since the war, and based on their increased | 
profits, I would say yes! 


Bipaer. Crow: 3 
Q. There is a question that he answered with a “yes”, and it was a very 
important question. But I should have thought in answering such a question | 
he would have given us certain statistics which are available which would 
indicate that is so. But instead of that he just says yes or no in his answers. — 
Why did you say “yes” to that question, Mr. Conroy?—A. Because we have © 
studies of the profits and studies of maintaining production lines, and we think ¢ 
they show it could be done. 4 
Q. Can you not report on that? Have you not any particular figures in 
mind? Do you recall any summary that has recently been made as to the profits © 
of industry as compared between one year and another year? 
Dr. Forsrty: The Budget White Paper? 


Mr. Crouu: That is the reason why you cannot say yes or no? Can you 
not refer us to some document, if there is a document in existence which proves — 
your point? And then take your time to give it to us? I think that Mr. Forsey 
ought to refer to it. 

Dr. Forspy:1 beg your pardon? 

Mr. Crouu: I think you ought to put a reference on file. 


Dr. Forsry: It is the Budget White Paper which was published as an 
appendix to Hansard and to the Votes and Proceedings. I would imagine that — 
every member of the committee is thoroughly familiar with it, even more — 
so than I am. But if you want a copy of it submitted, I suppose that could — 
be done. " 

Hon. Mr. Foco: That deals with general economics? 

Dr. Forsry: It deals with corporation profits. Those were the figures we 
were using here, without being tied down to an exact figure. I took roughly 
what it was then and I made some allowance so as not to overstate the thing. 
But that is what it is based on. | 


_ 
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The CHarrMan: The total cost of your basic pension would be half a 


he billion dollars, and you would collect $300 million from corporations? 


Dr. Forsny: I want to emphasize again that we are not tying ourselves 
down to anything. We are simply putting certain possibilities before the 


_ committee which we think are worthy of consideration. 


Mr. SuHaw: Do they approve of the suggestion which they have here? Is 


_ it conceivable that if you had a free hand to put this into effect now that you 
_ would proceed with this method? 


Dr. Forsry: We are generally in favour of that, yes. But we are not 


_ saying that this is the only way to do the thing. 


The Cuairman: All right. You suggest that 2 of the cost of the whole 


system of basic pensions should be borne by the shareholders? Is that correct? 


_ Dr. Forsrny: Of that proposal, certainly. 


The CuarrMan: That is to say that instead of apportioning or distributing 
the cost as much as possible all over the population of Canada, you would 
take, right away, 2 of it from the shareholders of Canada. Is that correct? 


Dr. Forsry: Yes. 


The CuarrMan: And this part of the population would bear more than one 
half of the burden. Is that correct? 


Dr. Forsry: Yes. 
The CuarrMan: So a widow who is living on dividends would be one of those 


- who would pay # of the cost of the system, while a man who is earning, let us 


say, $3,000 would pay only a very small part of it? Is that correct? 
Dr. Forsry: I did not say he would pay only a very small part. 
The CHAIRMAN: Well, in general, is that correct? 


Dr. Forsry: First of all, let me say that the shareholders are paying the 
entire cost of workmen’s compensation. 


The CHAIRMAN: Oh yes, they are. 
Dr. Forsry: During the war they apparently survived; and if they survived 


during the war, then they can survive now. 


The CuarrMAN: But during the war there was a special incentive, and that 


- was!‘ to win the war. But would the shareholders have the same incentive to 
_ pay for old age pensions? 


The Witness: Dealing with your question of a special mcentive— 


By The Chairman: 


Q. I am only asking a question—-A. All right. We are dealing with it 
on the very level you raised. ede Ns 

Q. That is correct.—A. You asked about a special incentive during the 
war. We had one at that time and it might be termed “military operations” 
for want of a better name. I think this hinges on a larger perspective than 
merely a comparison between two nominal terms. One is a period of peace 
and the other is a period of war. We believe—and you may not agree with 


-us—that having in mind the world situation at the present time which is in a 


state of comparative war despite all the political niceties that are being observed, 
if we are going to survive in this war there must be just as much a special incen- 
tive provided for people in order to win this war as they had in the field 
of military operations. . 
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Q. But there is a difference between saying: “There must be”, and “there 


is’ —A. There must be now, from our point of view, because unless we provide | 
security for the people we have no guarantee that the people will have a stake | 


in this system to fight for. 
Ai You say that there must be; but is there actually an incentive?— 


A. An incentive I belheve would be witknd out if we should deal less with 


external forms of democracy and actually put some meat into the system. 
Mr. Crouu: We ‘are ‘still on, (a). : 


The Cuairman: Yes. It is only my first of a series of questions. But I 


might withdraw now and let you go on. 

Mr. Crotu: Do you wish to continue? 

The CuairMAan: Yes. I have a whole series of questions but you go on 
and I shall wait. 


Mr. Crouu: It struck me that there is isan which appears to be ~ 


quite irrelevant to the brief but which is taking up most of our time. I do not 

think it is for the C.C.L. to tell us how to raise the money. That is what they 
elected us to parliament to do. I do not know why they put it in here. It is 
not their business to tell us how to raise the money. It seems to have taken 
up a great deal of time and it may have been usefully employed; but had we 


not better get on to the other topics? Are we not giving undue importance to | 
the raising of the money? That is something which is only an aspect of the 


question. 
The CHarrmMan: Do you want to have my personal opinion? 
Mr. Crouu: Yes. 


The CHatrman: Then my personal opinion is that a most important part — 
of this whole business of pensions is the providing of the money for them. I | 


think it the most important part because after all any crackpot can come here 


and say: $100 a month for everyone from the age of 60. And then you would | 


be the first one to ask him: Where would you get the money? 


Mr. Crouu: I would never ask him. I would not waste time on him. But . 


when a man comes to me and asks for an old age pension, I do not ask him: 


Where shall we get the money? That is my job, not his. I merely discuss — 
it with him, as to whether it ought to be more or less, if we can find a way of. 


doing it. These people suggest a method of doing it. which may or may not 


be good. But they are certainly not experts on it, and any opinion they gave 
would not be the last word with me anyway. I would want to see what the © 


Treasury Board had to say with respect to it and I would want to apply what- 
ever knowledge I had myself. But if we are going to pursue it, there are some 
more questions I would like to ask. 

Mr. Corr: The C.C.L. is a strong national organization in this country and 


hw 


I think they should be allowed to air their own views on the financing of any — 


scheme of old age pensions. I think it is quite in order that they should be 
allowed to give that. ; 


Mr. Croitu: My point is that they say they are prepared to pay taxes — 


in order to get benefits—and that is as far as they could go. 
Mr. Corse: That is their view. 


Mr. Croutu: Yes, they are prepared to pay taxes—which is ‘going a Tati } 


way. \ 


Mr. Macnaventon: In view of paragraph 27 we are surely elititled to any 


theorizing beyond the suggestions put forward— 


By the Chairman: 
Q. That is what I am after. This morning Dr. Forsey gave some explana- 


oe 


tions on paragraph 27(b) but, I suppose that you, Mr. Conroy would be in a 
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position to answer my question. By paragraph (b) you mean an increase of 25 — 
pee cent on the existing rates, is that correct?—A. That is our approximate 
gure. ‘ 

-. Q. That is to say a man earning $1,100, who is taxable at 15 per cent 
would have to pay an additional 25 per cent of the 15 per cent?—A. It would 
work out on that percentage basis I suppose. 

Q. Now, in paragraph (c), from a further discussion we had this morning 
it was clear that we might be forced to lower the exemption levels for the 
specific purpose of collecting money for old age pensions. Then when you lower 
the exemption levels you are increasing the rates for everyone who is already 
paying income tax—is that true?—A. We answered that this morning, Mr. 
Chairman, and I think the same answer goes now. 

Q. The question was not asked this morning—A. We will not argue about 
that. We believe we answered it but we are willing to answer it again. 

Q. Would you answer?—A. Oh, yes. , 

We think that we are sincerely desirous of protecting the aged people of this 
country. Notwithstanding how it is financed or where the money comes from as a 
nation, as a collective people, we have to be prepared to pay for it. This is not 
a question of unorthodoxy versus orthodoxy; it is a question of fact. If we are 
going to assume this responsibility for the aged people which we think we should 
do, we have likewise got to assume the responsibility for payment. 

You referred, sir, to the most important aspect of this whole question—that 
is the finding of the money. I agree with you that it is extremely important— 
hence our desire to measure up to our responsibilities in that respect. 

I suggest a factor of co-equity in importance is not merely the finding of the 
money but the will to find it. If we have the will to find it I think we can argue 
as a collective group of individuals that this is our responsibility, then as a nation 
we have got to face up to it. 

_  Q. Is that your direct answer to my specific question on paragraphs (6) and 
(c)?—A. Yes, sir. 
Q. Well, if it is your way of answering, I have no more questions to ask—on 


financing. 


~ Mr. Croti: Mr. Chairman. 

The CHarrMan: It is quite clear— 

Mr. Crouu: It is clear that the witness answered—he has been on the stand 
from 11 o’clock; he has been frank; he has been honest; he has given the very 
best answers he can; and they have been intelligent answers. 

The CuatrMan: Well, I would like to have an answer to the question which 
I just asked? 

Hon. Mr. Foco: Well, Mr. Chairman, I do not think the witness understood 
the question. If I remember the question correctly, I think you asked if that 
would result in an increase in rates? 

The CuarrMaAn: An increase in rates, yes. 

Mr. Fogo: Which I do not believe Mr. Conroy understood as being the 
question. Frankly, I think the Canadian Congress of Labour has been useful 
to this committee in suggesting possible avenues for raising the large sum of 
money and, as Mr. Croll has said, it is not the duty or responsibility of the 
Congress to do that, but, in so far as they have been able to suggest possible ways 
of raising money I suggest it has been useful—because they have pointed out 
avenues of taxation that may be open. 

Dr. Forsry: May I say something in answer to the question? 
The CuarrMan: Mr. Forsey agrees that I have not been answered. 
Dr. Forsry: No, no, I am not agreeing that my chief has not answered. 
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iBhe CHAIRMAN: We will leave it at that. 


Dr. Forsry: I merely want to add something to what Mr. Gane has said. 
It seems to me that the answer to the specific question of whether lowering the 
exemption would mean higher taxation for everyone is clearly yes. I do not 
see anything difficult about it. | 


The CHatRMAN: That is what I wanted. 
The Witngss: I told you that. 


The CHarrMANn: Then you would agree that the increase under paragraph (b) 
would account for more than 25 per cent—it must be more than a 25 per cent 
increase. 


Dr. Forsry: It is a separate point, Mr. Chairman. We simply tried to point 
out under (b) what roughly would come from an average increase of 25 per cent 
on existing incomes and existing exemptions. We also went on to point out 
there was this possible way of raising revenue—by lowering the exemptions 
which, as you point out would result in people like me paying more—which I am 
quite ready to do. 


The CHarrMAN: It would mean for those who are already paying income 
tax an increase of more than 25 per cent over the present rates. 


Dr. Forsry: Taking the two together on an average yes, unquestionably. 


Mr. Crouu: Mr. Conroy, is it true or untrue that at the present time we 
have the highest exemptions and the lowest taxes—as compared with the United 
States and Great Britain? 


The Witness: I think that is true. 


Dr. Forsry: I would like to add just one thing about this matter of financing — 
and taxation. There are other possibilities which could have been suggested 
here and we considered putting them in but rejected the idea because of our 
very strong conviction that this should be financed in the most progressive — 
and the least regressive way possible. You could, for example, say, let us boost — 
the sales tax. We are not in favour of that because we think that would be regres- 
sive taxation—in spite of the fact that certain necessities are exempt from sales — 
tax. Also if we were going to increase the present tax, the increase should be 
graduated to make it as progressive as possible. That is one reason why we do 
not suggest the kind of thing they have in New Zealand, a flat rate social security 
contribution. Apart from any constitutional difficulty there might be, we think 
that would be undoubtedly regressive. 


Ee aes 


Par: 


By Mr. Cote: : 
Q. In view of the lengthy discussion on the matter of financing the scheme, _ 
as proposed by the C.C.L., I would hke to come back to the question which I 
put this morning concerning the level which is suggested for the non-contributory 
basic pension of $50. Have you, Mr. Conroy, given any thought to the setting 
of that basic pension at $40 or even $30 and re-adjusting, in the scheme of the 
contributory pension, to make up for the difference in the total amount which 
is required as the minimum requirement for living?—A. We have not given 
consideration to it, sir, I think on account of the realism of the situation. 

@. I understand you are advocating a contributory. scheme with graduated — 
contributions?—-A. Yes, but you have such a large volume of people who can- 
not contribute, who for years have been drawing an old age pension and no ~ 
other, other than the allowable $10 a month, that if you set the pensions at a — 
nominal figure of $30, $35, or $40 a month, they could not be beneficiaries of the 
contributory system. | a 


cc ed 
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- Hon. Mr. Foco: You have in mind, Mr. Conroy, that under the contributory 


_ system you can only have limited coverage in this country. It would not be 
- anywhere near complete coverage. ! | 


Dr. Forsny: At the beginning; benefits for people retiring now or in the near 
future would necessarily be very small as the New Zealand information shows. 

May I answer a little bit of the question Mr. Cété is asking? The precise 
idea was presented to me this morning by one of my colleagues who had heard 
it from somebody who had heard it from somebody else. It was: would we be 
interested in taking a smaller basic flat rate pension and a contributory scheme 
on top of that? I said, as far as I was concerned, ‘‘no”; because I think the 
contributory scheme is going to be a matter of some considerable difficulty. In 
addition to the points Mr. Conroy made it is going to be a matter of considerable 
difficulty to get it started—constitutional difficulties will supervene. 

This is the particular proposal as it was put before me—to get a flat rate 
pension of $380 now in consideration of a lovely contributory scheme when it 


i comes. The trouble is that a‘lot of people would be cut from what they are 


getting and they may never see the contributory scheme. It may not arrive in 
time for my grandchildren to draw benefits. 
~ Mr. Croiu: That is not true. The American scheme has returned dividends 
in fifteen years; the New Zealand scheme in twelve years— 
Dr. Forsry: But they have got them started. 
Mr. Croui: But you are talking about your grandchildren. 
Dr. Forsry: Well, I am pessimistic about these dominion-provincial con- 


_ ferences in spite of Mr. Conroy’s optimism—I do not feel the same way. I do 


not think that the constitutional conference last January did more than open the 
question. The real problem of what things are going to come under which 
section is still to come, and I think that it is going to be extremely tough. 

Mr. Core: I am getting on to part IT, Mr. Chairman. | 

The CuHatRMAN: I have one question before we go on to number II. 

Mr. Corr: I would like to make my point under No. 1 as to the reduction 


_ of the basic universal pension. 


The CHAIRMAN: Very well. 


By Mr. Cote: | 
Q. Would you not think it advisable, to get the contributory scheme started, 
and to give immediate protection to the older contributors who may not have 


- time to get in enough contributions to build up a sufficiently high pension, for 
- the government to do what they did to get the supplementary benefit scheme 


under U.I.C. started—that is to do a little underwriting? I am asking for your 
opinion. 

Dr. Forsry: They called upon the contributors to the unemployment insur- 
ance fund to do most of the underwriting there. 

Mr. Core: No, no, the payment of supplementary benefits did not touch 
at all the unemployment insurance fund? 

Dr. Forsry: It touched the contributors’ share. I read the debates and 
certainly the contributors were called upon to contribute something. 

Mr. Corr: Yes, of course, but there were cases where there were supple- 
mentary benefits paid to people who had not contributed or had not accumulated 
enough contributions? | 

Dr. Forsry: Certainly. . 

Mr. Core: In that instance the government did underwrite the scheme and 
I ask whether there could not be anything like that done to get the contributory 


‘scheme started and to assure sufficient protection for all? 
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The Witness: I think it is a possibility but certainly not a probability — 
because, if this committee which is a fairly representative cross-section of the 
House of Commons, and I think quite legitimately so, is concerned with the 
saturation point in finding the money, how then they can find any sizable sum, | 
with the comparatively small margin available now, to subsidize the non- 
contributory scheme, I am at a loss to understand. 


Mr. Core: Do you not think it would be easier to finance a scheme such 
as that, than the one which you advocate—with the basic amount of $50? 


The Wirness: I do not think there w vould be the same impelling motive © 
to do it. 


Mr. Ropertson: I would like to draw the attention of the witness to the © 
statement in paragraph 31 on page 9 where they propose to give the pensioner 
a bonus of 2 per cent each year. “The Congress believes that it would be safe — 
to fix the increase in productivity arbitrarily at 2 per cent and give to pensioners ~ 
a bonus of 2 per cent a year—” I would like to ask Mr. Conroy why he favours — 
this procedure which seems to me to be a very rigid procedure, as opposed to — 
one of periodic survey of the situation and taking into consideration the produc- 
tion of the country, the standards of living, and the cost of living in the country. © 
To me it would seem to be much better to handle the situation by reviewing it — 
periodically? 7 

The Witnsss: We are prepared to submit to any better procedure that may 
be adopted by the government on the recommendation of this committee or the — 
House of Commons. It is shown here as a basis or principle that if we are going © 
to apply a redistribution of income based on an increase in wealth and produc- — 
tion there must be some yardstick formulated. | 


By Mr. Robertson: 


Q. You are assuming that production is going to be of a certain amount— 
and I do not think you can do that. If you dealt with the situation as it exists 
five years from now, rather than what you think it will be in five years, I think — 
you would be on safer ground?—A. We think we are on safe ground, having in _ 
mind the recorded increases in the wealth and production facilities in the past. — 

Q. That would be only from 1935 on?—A. No, no. a 

Dr. Forsry: May I interrupt? This 2 per cent thing is based on what is — 
generally recognized by economists all over the western world as being the | 
average rate over a very long period of years—possibly fifty or sixty years back, 
and it is the average increase in productivity. a 

The CHairrmMAn: Would you allow me one question on this? Does your 
proposal mean that the pension should be adjusted only if in fact productivity — 
actually rises by 2 per cent or would the adjustment be automatic each year? 

Mr. Rosertson: That is what the brief states. 7 

Dr. Forsry: I think the latter. 


_ © The Cuatrman: Which would mean that in five years from the inception E 
of the scheme the basic payment would be $60, and in ten years it would auto- 
matically be $70. 

Dr. Forsry: Is not your arithmetic a little off there? 


The CuHarrMAN: 2 per cent of $50 each year for five years is $5. Then 
it would be $60 in ten years. , 

Dr. Forsry: We are quite convinced, sir, that this 2 per cent is a very 3 
moderate estimate of what may ‘be expected. After all, it takes into account, 
as I say, the average over pretty well the whole western world for a period of 
possibly sixty years or so, and a period that includes colossal depressions. — 
Possibly we have an overweening confidence in the authoritative pronouncements — 
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4 that have been made about maintaining a high level of employment and income 
in this country, but frankly I am fairly optimistic about that—if only because 
of the existence of the cold war. Perhaps Mr. Stalin is the best friend the 
capitalist system has got. He helps to keep ‘it going fairly well. I think, in 
view of the enormous increases in productivity that are taking place now, that 
it 1s quite possible this may turn out to be an extremely modest estimate. 

The CHARMAN: It may turn out to be excessive? 

_ Dr. Forsry: Well, this is not the law of the Medes and the Persians—this 
is merely a suggestion and there is nothing to prevent parliament from reviewing 
it. The suggestion coming from Mr. Robertson about periodical review would 
not conflict with what we suggest. 

The CHAIRMAN: We are taking your brief as it is. We are not criticizing 
but we are just asking what would be the effect of the application of your 
suggestion. 

Mr. Rogertson: I would like you to point out why you think this is better 

than a method having a periodic examination? 
_ Mr. Crotu: As a matter of fact I do not think we shoyld lose sight of the 
fact that if we decide that everyone should get $50 or $60 today, then tomorrow 
- it will be reviewed in parliament for an increase, and it will be constantly 
reviewed in parliament. If we decide this, someone else will be reviewing it 
morning, noon and night. 

Mr. Rosrrtson: You do not approve of this method, Mr. Croll? 

_ Mr. Crotu: I never thought of it before. I like the suggestion because it 
gives me something to think about. 

Mr. Ropertson: You are suggesting that parliament will review it? 

Mr. Crotu: Of course it will. 

Mr. Rosertson: That would be a much better way. 

Hon. Mr. Fogo: In 1926 or 1927 we started with a $20 level so, in practice, 
these things do increase whether it is done on the basis of 2 per cent a year or 
not. We have seen it happen. 

Dr. Forsry: There have been enormous increases in the cost of living since 
then. 

Mr. Crouu: Dr. Forsey is a little bit steeped in the New Zealand system 
and he has got it in the back of his mind. That is where they have an automatic 
_ increase and I realize what he is thinking about, but it is a new thought for 
us at the moment. — 

, The CHairMAN: But in New Zealand it is an increase on the over-all | 
pension and here it is only on the basic pension? 

Mr. Crotu: What other pension have you got now? 

The CuHarrman: It is only part of the C.C.L. proposal. 

Well, is it the wish of the committee that we go on to section 2, the 
contributory system? 

Dr. Forsey: I think it begins at section 28 and it is really dealt with in 


sections 28 and 29. 


Mr. Crotu: As I see your suggestion there are two ways of handling it. 
One is to have a flat sum benefit and the other is a graduated benefit, and you 
are in favour of the graduated benefit—and that is that. I suppose your answer 
is that if a man pays more he gets more. That is the effect of your presentation, 
is it not? 

The Wirnsss: It is about on the same principle as unemployment insurance. 

Mr. Crou: Yes, that is what I meant. 
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By the Chairman: 


Q. Mr. Conroy would you have in mind a system in which a fund would 
be established? A reserve? An actuarial fund?—A. First, of course, the fund 
has to be actuarially sound. That goes without saying. I suppose a reasonable 
time limit might be allowed to elapse to build up the fund—the same as in the 
case of unemployment Insurance. | 

Q. The same as for unemployment insurance. You do not have in mind a 
pay-as-you-go contributory system?—A. I think it always gives everyone a 
ereater feeling of comfort if they have sufficient resources for the rainy day. — 

Q. One of the objections that we had yesterday building up a reserve fund 
had to do with what is happening in Switzerland. I do not know whether you 
are aware but someone has contended that the reserve fund for old age pensions © 
in Switzerland is almost equal to the over-all debt of Switzerland?—A. Yes, — 
we have some knowledge of that and perhaps the most notorious example of — 
the situation was the unemployment insurance fund in Great Britain. I doubt — 
if anyone had control over what happened, but during the 20’s and the 30’s — 
when the fund became bankrupt it had to be subsidized by government moneys. — 
I doubt if the average man would have any serious objection to the initial | 
payments of the contributory system being delayed until there was a reasonably 
sound reserve built up to make it solvent. 7 

Q. It means the keeping of individual records for a great number of years?— 
A. Yes, it has that shortcoming too. It means individual treatment which may ~ 
result in having fairly heavy administrative costs. I think the last figure I have | 
on administrative costs of social security in the United States is between $50 
million and $60 million a ste Of course they have a much greater population — 
than we have. ‘q 

Q. Proportionately ?—A. Proportionately, it would probably be as heavy. 


By Mr. Cote: 


Q. Have you any suggestions to make as to the scale of sontibution? aa . 
Well that is not an easy thing to answer. I would say that you would have to 
judge the condition of your economy at the present time, living costs and so on, | 
before you could get a reasonable figure. 

Q. At the present time, taking the average takehome pay of the wage earner 3 
in this country as being roughly $40 a week—A. $42 I think. | 

Q. What would you suggest might be considered as an equitable proportion 
of his wages—the contribution on a flat rate—for that category of wage earner?— — 
A. That would be based on the presumption, I suppose, that you: had first of — 
all established a reasonably satisfactory pension as of right. ! 

I am now pre-supposing that that would be established, and that a 
contributory system would be functioning, which would depend on the amount | 
of money established on the payments of the first system. If you paid $50 
which we asked for, it would of course make it unnecessary to pay a much | 
higher amount on a contributory basis. But as to the suggestion of $30, I think © 
that would depend on the minimum basic pension which was established. My 

Q. But taking the basic pension as $50, the amount you suggest. How high 
would you say the average wage earner would be willing to go in the way of 
contributions?—A. The contributions would have to be worked out on a 
mathematical basis the same as unemployment insurance. We have been making 
a drive in Canada for private pensions of a nominal amount of $100 a month. © 
And I suppose if we had a basic pension established at $50, or somewhere along 
that line, it would make up the differential between $50 and $100. We would | z 
regard it as a basic contributory amount. It might be $5 or $10 either way. 4 
: Q. On an actuarial basis?—A. I think it would have to be on an actuanaly 

asis, i 
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By the Chairman: | 
: - Q. Would there be any governmental contribution?—A. I presume there 
_ would be on the same basis as unemployment insurance. - 
Q. So, apart from the payment of the total basic pension, your suggestion 
would be that the government would, each year, pay 1%4?—A. Approximately. 

Q. Of the total contributions to the fund?—A. It would have to be worked 
out on an actuarial basis. 

Dr. Forsry: Is it that much under unemployment insurance? 

The Cuarrman: }t. 


By Mr. Cote: 

Q. And in addition to that, I believe the government meets all the 
administration costs.—A. The administration cost of unemployment insurance, I 
think, is comparatively light as compared with what it might be with a con- 
tributory pension system. 

Q. Administrative costs of the national employment service are pretty high, 
are they not? . 

The CHAIRMAN: Is it very high if you do not add it? If you take the 
administration costs of unemployment insurance alone? 


By Mr. Cote: 
Q. I think it is relatively low.—A. I think it is about $10 million to $12 — 


~ million. 


Mr. Suaw: I understand that Mr. Conroy said a few moments ago that he 
wants to see the establishment of pensions on a contributory basis and that a 
reserve would be a desirable aspect of it. I was going to ask Dr. Forsey if he 
agreed with it. I stated that Mr. Conroy said he would advocate a contributory 
scheme which was actuarially sound, and that it would be a good thing to have 
a reserve under that scheme. And my question to Dr. Forsey is: would he agree 

with it? 
4 Dr. Forsry: Frankly I must say that I do not know nearly as much about 
this subject as I ought to know. This question of contributory pension is 
_ something on which both Mr. Conroy and my assistant, who had unfortunately 
_ to go to Chicago this afternoon, are much better informed than I am. So I do 
not think I could usefully add anything to what Mr. Conroy has said. 

The Wrrness: First of all I think it has to be actuarially sound. Other- 
wise the fund would go bankrupt. | 


By Mr. Shaw: . 
Q. My second question was on the basis of the British scheme where they 
endeavoured to depart from the non-contributory scheme. But the result is that 
a greater and greater amount is being taken out of the public treasury as a fur- 
ther supplementary amount. 
Dr. Forsry: For what purpose? 
Mr. SHaw: In order to keep the fund sound. 
The CuHarrMAN: You mean to keep the fund going. 
Mr. SuHaw: Yes, to keep the fund going. 
Dr. Forsry: But that is an over-all scheme. They are not taking large 
sums out of their public treasury to subsidize an old age pension? 
- Mr. Suaw: Oh no. But the principle would be the same under any con- 
tributory scheme, whether it be for old age pensions or for national assistance. 
Dr. Forsey: I think it would depend on the basis on which it was set up. 
The contributions in the first place would have to be made on an actuarial 
calculation. 
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Mr. SHAW: In Britain they have not worked it out on an estes san : 
basis as it applies to the three-way contributions, because it is taking further, © 
further and further amounts out of the public treasury to keep the thing solvent. 


Dr. Forsry: I understand there had to be much larger expenditures for the 
national health service than were contemplated, but I did not know that it had ~ 
anything to do with the contributory scheme. . 


Mr. SHaw: We studied the contributory scheme and we found they were ~ 
trying to move away from the non-contributory field, but they are failing 
in the end. : 

‘The CHAIRMAN: It is a new system they started in 1949 and iit is on a pay- 
as-you-go basis. There are contributions by the employer, contributions by the 
employee, as well as a large contribution by the state. It is on a pay-as-you-go © 
basis without building up any fund. Only the yearly balance can be carried over — 
from year to year. 


The Witness: I think the covernmént, of Canada showed much wisdom © 
in starting out with unemployment insurance during the war when employment 
was full, and building up a specific reserve to be ready for any contingency that — 
might arise. And I think at least on the same principle it would be wise to © 
build up reasonable reserves and to set a specific date when payment of these — 
things might start. 


By Mr. Shaw: 


{). I presume you would agree that your three-way contributory scheme q 
would have to be actuarially sound in itself?—A. I think it has to be. You 
cannot pay out any more money than you get. q 


By the Chairman: 

Q. It would be about the same system that they have in the United States. — 

Do you mean universal coverage or partial coverage?—A. I do not know how | 
you are going to get universal coverage. I think the coverage is possible, — 
but are contributions possible? That is another story. How are you going © 
to get contributions from self-employed people, for example? J 
Mr. Crotu: They are doing it in the States. They already have a scheme ~ 
there to reach farmers. And after they do that, they will be reaching perhaps — 
73 per cent of the population. 3 


The CHARMAN: But that is not in HR 6000, not for the farmers? 
Mr. Rosertson: I think it is being contemplated, though. 


Mr. Crouu: They are going to cover domestics immediately, and also theyll 
are going to cover the self-employed. a 


The CHAIRMAN: A certain part of the self-employed. : 
Mr. Crotu: Yes. They are trying to collect from the farmers by means of a 
stamp system. . 
~The CHarrMAn: But that is not covered by HR 6000. Delegations of 7 
farmers are being heard by the Senate, and I understand the view of the farmers 


is that they be not covered by HR 6000. But no decision has been taken as yet 
Is not that correct, Dr. Davidson? It is. 


Mr. SHaw: But the self-employed are covered as they are in Britain? 
The CHAIRMAN: Yes, exactly. 


Mr. Cro: In the light of that experience, we want to cover everyone. Andi ) 
I think there was some doubt 4 in the witness’ mind whether we could or could not. % 
But there should be no doubt about, it. 
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Q. I would like to have the views of the witness on it. If there was a con- 
tributory system such as is mentioned in section 28 and section 29, this contribu- 
tory system would mean total coverage or a partial coverage?—A. I would say 
that you would run into some difficulty, just as your income tax branch runs into 
some difficulty. But there might be one way out of it. Let us say that we set it 
up on a similar basis to unemployment insurance with a number of classes. I 
think there are eight classes under unemployment insurance now. 

I believe it is fairly traditional—let us take farmers for instance—that book- 
keeping efficiency of farmers leaves much to be desired. I do not say that to 
detract from the position of the farmers at all. It may be the nature of the 
industry itself. | 

Q. Exactly —A. How can you follow the gyrations of a farmer’s income on 
a graduated basis? I do not know. But you might say that a farmer is entitled 
_ to a basic minimum benefit from a basic minimum contribution. 


By Mr. Croll: 


Q. I cannot understand Mr. Conroy’s telling me how to run my own business. 
We are asking him in principle: ‘What is the purpose of this? He does a good job ~ 
as secretary of the Canadian Congress of Labour. That is his job. We are ask- 
ing him if in principle he agrees. He can say that he does or he does not. We 
will find methods of how to cover it. He is not an expert in knowing how to do 
it. Atleast I hope he is not.—A. I am at a loss to know how to answer yo@r ques- 
tions. First of all I am charged with evading them; and secondly— 


2. % 


By the Chairman: 
Q. Iam quite satisfied with the answers you are giving me now, Mr. Conroy. 
—A. Thank you. 
_Q. And I believe that the witness— —A. May I assure you, sir, that we have 
no desire to tell you how to run parliament. 
Q. I am sure of it. If we invited you to come, it was because we wanted to 
get information from you. 


By Mr. Croll: 

| Q. All right. What is his opinion?—A. I think its operation should be 
slightly improved. 

3 Q. Just slightly? 


By the Chairman: 
Q. Could you tell me if the members of your organization would in general 
oppose a contributory system which would be compulsory for wage-earners and. 
voluntary for the self-employed? Would they oppose it?—A. I would say that 
it would depend on the benefits involved. I do not know how you could have an 
admixture of two things: voluntary payments and automatic benefits. I do not 
see how you can leave it to John Jones who may be beyond the wage-earning 
class entirely to say: I shall pay this tax on a contributory basis if I see fit; 
and then have him come along and say: Whether I paid enough or not, my bene- 
fits are automatic. 
Q. No, no. I have in mind an insurance system where the benefits would 
be related to the contributions because I think that is what you had in mind. If 
the benefits are related to the contributions, would the members of your organi- 
zation oppose the system if it was compulsory for wage earners and voluntary for 
the others?—A. I do not know what you mean by “voluntary”. 
! Q. The self-employed could choose to enter or not to enter—A. I think that 
might be the responsibility of the self-employed themselves. 
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Q. You do not believe that the members of your organization would not be 
satisfied if they were obliged to enter, while the others would not be obliged?— 
A. I think that is a matter of development. I think first of all you have got to _ 
—and I hesitate to say that in view of Mr. Croll’ s telling me that we are presum- 
ing to run his business. . 

Q. No. In the opinion of the members of your organization?—A. I do not 
think we would have any objection to self-employed people, if they so desired, 
staying out of it; I think that would: largely be determined upon an assessment 
of a cross-section of the people who were self-employed. 4 


By Mr. Croll: 

Q. How does that fit into your suggestion about an over-all social security 
scheme? What happens to the man who did not enter when he reaches the age 
limit and has not anything? What would you do with him?—A. We are pre-_ 
supposing that this is so, that this is supplementary to the basic pension as of 
right? q 

The CuairMan: That is the way I understand it. 


~ en 


By Mr. MacInnis: 


Q. Are you in favour or are you opposed to an old age pension system ~ 
or to a social security system based solely on the insurance principle?— | 
A. Traditionally we have asked the government for a social security system — 
on a contributory basis. But failing the lack of it we now ask for a pension — 
as of right and which we think, even at the best, at $50 would still be inadequate - 
and must be supplemented by a contributory system. 4 

Q. But my question is: what is your position in regard to a social security | 
system or an old age pension system based on the insurance principle, that 
is where the benefits received would be in relation to the contributions made?— : 
A. We have already suggested that we think it should be in proportion to the 
amount paid in, that is “the amount they should draw out. 

Q. But only as supplementary ?—A. Oh yes. i 


The CuairMan: That is what Mr. Conroy said a few moments ago. " 


Mr. MacInnis: Then the result would be that without a flat rate system | 
he would be opposed to it, he would be opposed to the insurance principle alone? 


By Mr. Croll: 
Q. Without a flat rate system?—A. Oh yes. 
The CuHarrMAN: Without a basic pension being paid. 
Mr. Crouu: Yes, he said that. 


By the Chairman: a 


Q. But if the basic pension should be paid at a later age than the lower 4 
age to which the contributory system would apply?—A. I was going to say 
that you set your basic pension as of right at the age of 70? 4 

‘Q. Well, yes, and the contributory system at the age of 65.—A. On prinelai 
we are committed to 65. But I suppose your payment on a contributory system 
would have an important bearing on the soundness of the scheme itself, and 
the reserve which you built up would be an additional factor in considering 
whether in principle the same age of 65 should apply across the board. ‘4 

Q. But if?—A. But if; that reminds me that the late President Roosevelt 
said: it was an “iffy” question. 

Q. Yes, it is—A. I cannot see this government introducing two age levels, 
one at 70 and one at 65. I think by the process of elementary reasoning your. 
age level on a basic pension at 70 automatically falls to the ground. I think 


i? 
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the two have to be fairly well harmonized. How can you justify one age in 
“ih system and then say that it would be bad in the other system? I do not 
now. 

@. The cost?—A. The cost may be a factor. 

Q. The cost is the factor—A. Although, if you build up sufficient reserves — 
the cost is being paid for anyway, and it would lose much of its major 
consideration. aoe, 

Q. Yes. But on a contributory scheme the contributions are paid by the 
individuals who are going to benefit by it; whereas the other part is paid out 
of general revenue. | 


By Mr. Brooks: 


Q. With five years difference in the age, do you not think that a man of 65 
would have a better chance to supplement his contributory pension by employ- 
ment?—A. We dealt with this question this morning under the heading of 
retirement. We pre-suppose that the majority of people of 65 years of age 


- have an inclination to quit; but there are always exceptions. We do not think 


it should be made compulsory for anyone to retire at 65 who considers that he 
is fit to continue working. 
Q. I think 35 per cent is the figure? 


By Hon. Mr. Fogo: ° 

Q. It is a matter of recent record. Where a man under a scheme has to 
retire at 65, it is elective for several years thereafter. I think I saw a figure 
somewhere to the effect that the age of men who actually retire is in the vicinity 
of 68 years on the average. I do not know. You probably know more about 
it than I do.—A. We have a substantial number of people at the Ford plants 
at Windsor and Detroit who, based on the original negotiations between the 
company and the union would have asked to retire at 65 years of age. But 
these men have two reasons. First of all they came in on the payroll quite 


late; secondly, they feel pretty spry at 68 years of age and they want to continue. 


I do not know what the percentage 1s. 
Q. The figures are probably not complete. 
The Cuarrman: Are there any other questions on this contributory system? 


By Mr. Shaw: 
Q. I think Mr. Conroy referred to a certain agreement in connection with 
recent negotiations. I believe labour claim that they secured that right?—A. It 
is optional at the age of 65. 


By the Charman: 

Q. We are on industrial pensions. That is the third item, industrial pen- 
sions. I am not sure, but it seems to me that the main principle with which 
you deal here is that industrial pensions should be the sole responsibility of 
management. Is that correct?—A. Yes. We have taken that from the estab- 
lished record in most cases. The employees in many cases of this kind are 
on a non-contributory basis. I think I should say that there is a rather peculiar 
history attached to private pensions. Despite much of the debate and contro- 
versy today, it would appear from the press coverage that this is a new and a 
novel thing being initiated by labour, and which is being strenuously opposed 
by industry; whereas it is almost the reverse in fact. 

Going back to 1890, or more notably to the 1900's, for bad reasons and I 
suppose for many good ones, at least from the Trade Union viewpoint, it is a 
fact that in those days when the Trade Union movement was comparatively 
weak, industry initiated the non-contributory pension scheme, while the trade 


- unions opposed it. 
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The theory prevailing in industry at that time was that not only was — 


industry initiating these pensions and welfare schemes for its own selfish benefit a 3 


in terms of building up loyal employees, but that it was initiating them as a 
form of strike insurance, to keep the unions out of industry and what not. 

I do believe, of course, there were some far-sighted managements who 
might have regarded it as a consideration on a human level, and at the worst- 
I think this far-sighted management might have been indulging in some selfish- 
ness. But the unions opposed them in those days for the stated reason that 
management was taking them up in order to keep unions out of industry. 

But in the process in Canada over the last generation and a half, both 
on a contributory and a non-contributory basis, there are now roughly about 
1 million workers in Canada who are covered by a variety of plans, and it is 
a fact that what the unions are now asking for is an extension and an expan- 
sion and a rounding out of what industry pretty well started itself. 

Perhaps the objections of industry are mostly centred not on the number 


of the plans but on the amount of money involved. They may think that the — 
amount which the unions are asking for 1s too great and that they cannot afford 


to pay it. 

Q. It is all the principle of the thing—A. No. I think industry has pretty 
well established the principle. 

Q. What about small industries?—A. Of course that is a problem too. 

Q. Yes, that is a problem.—A. I think it is almost obvious that a man 


with more money is going to be able to shoulder more responsibilities that a 
man with less money. It is just as simple as that. But 1 think in terms of © 


what the figures may establish that the final plan which may be developed 


between industry and the unions will ultimately be determined on the capacity | { 


of the company*to absorb a given amount. It may be $90 in one plan, $100 
in another plan, or it may be only $50, or $60, or $70. 

There may be some abuse of a recent plan which was adopted by Ford — 
in both Detroit and Windsor. That plan was regarded as a yardstick; and 
that is one of those half truths which just does not apply across the board. — 
It might be taken as a guide, or it might in comparative situations be a yard- 
stick. But the final determination of any plan I think will depend on the ~ 
capacity of industry to bear it. The amount will fluctuate up and down. a 

Q. It involves discrimination as far as security for the old age of workers” 
is concerned?—A. In what sense, sir? 
— Q. Well, if in one industry they have a $100 a month pension and in another — 
case because of the incapacity of the management to pay they have nothing, 
then there is. surely discrimination or a difference in treatment? It is perhaps 


not discrimination but it is difference in treatment?—A. I do not think the gap — 


is quite as wide as that. Say that X industry can pay $100 a month and Y 
industry can pay nothing. g 
Q. A small industry, yes— —A. Even a small industry, I think, will be © 


able to pay something. It may be a considerable departure from the $100. I i 
think that would be taking the case to excess to say that there is such wide- 


spread difference between the capacity of.any company to pay any man. 

There are many facets to this question which can only be resolved by 
experience. From the union point of view it is only in the initial stage of 
development. There are many arguments and I think one of the most pronounced 


is that it mobilizes labour to a given plant. Great stress has been placed on ~ 
that factor—which I think has been exaggerated in the extreme. Given individuals _ 


say, well, this is going to tie a man to a job; at least by implication, what 
they are doing i is putting a premium on mobility, or Nomad or Bedouin labour, — 


where we have men marching from one job to another. Perhaps the psychologist “y 


can give us a better answer but I think it is largely a phoney argument. 
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I think in the main most men, and particularly family men, want to get 
rooted down in a given position, in a given job, in a given locality—and par- 
ticularly that is true when they begin to acquire vested interests in their own 
property—such as homes. I think it is almost automatic that there is a natural 
tendency for a man or woman to stay in a given job as long as possible. The 
exceptions to that are the young fellows and the young women who have not 
settled down and who want to jump around quite a bit before they do settle 
down, get married, and raise a family. I think in time they become compara- 
tively static as a whole, and I do not think that argument, although I admit 
there are exceptions, stands up as a basic argument against the private pension. 
I think the natural tendency of the human being is to become rooted down, get 
a home, and that sort of thing. 


Mr. Buiair: That is still more applicable in the case of the skilled tradesman? 
The Wirness: You mean the mobility? | | 
Mr. Buatr: Moving from one job to another. If a man were a skilled 


~ tradesman he would stay on a job? 


The Witness: There are exceptions. Take the construction industry— 
which is an extremely mobile industry. The majority of people in the industry 
are skilled mechanics. By virtue of the nature of the industry itself they perhaps 
move around more than any other classification of worker than one can think of. 
Because of the increasing bargaining power of unions with industries that 
employ as high as 50 per cent unskilled and semi-skilled labour, I think it is a 
fact that in the final analysis the mobility or immobility of labour will be 
determined by economic factors—wages. If wages are good enough to induce 
a man to stay he will stay; if not, he is going to move—pension or no pension. 
He is going to try to get the best wages he possibly can. If he had a decent 
wage, supplemented by a pension negotiated by a union, I think there is added 
stimulus for a man to remain put. 


By. Mrs Croll: 


Q. If I recall correctly, the Chrysler contract gives the worker a right to 
part of his contribution or part of the fund after fifteen years—to differentiate 
between that and the Ford contract?—-A. Yes, that is the latest development 
in it. 

Q. That is the trend to overcome your immobility is it not?—A. That is 
right. As I said, these things are new and in the process of evolution. Many. 
things that appear as difficulties are going to be taken care of year by year. 

~ Q. But you are not willing to wait on evolution with us. You want us to 
go faster than that?—A. We have almost given up—the way you fellows move. 
We have had this promise since 1919—how long do you want us to wait? 


The CuHatrMAN: Are there any other questions on industrial pensions? 


By Hon. Mr. Fogo: 


Q. I have a question in the light of Mr. Conroy’s remarks about the 
coverage of industrial pensions and the reference in the brief to the present 
coverage and increasing coverage by industrial pensions—both contributory ‘and 
non-contributory. I am wondering if, as a second step, this contributory gov- 
ernment pension scheme—if I may call it that—is not to some extent a duplicate 
of the industrial pension schemes as we know them, generally? It seems to me 
that tends to occupy the same field—it might have wider coverage, of course?— 
A. Gentlemen, you are forcing me to make a rather abject confession which I 
now propose to make. ,; 

I sincerely doubt, and I hope I am wrong in this, whether much of the 
discussion and concentration on pensions would now be taking place if the unions 
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had not assumed the offensive on this question on a private idhetee basis. 
Here is our reasoning. 

Year in and year out we have said to the government of Canada that we 
wanted these measures of security. We have asked for a complete package — 
covering everything. ‘Up until now, for reasons good or bad, the government — 
has not moved. The government, I presume, has taken that position because — 
it did not believe there was sufficient public opinion behind it to warrant 
introducing the schemes we have asked for. 4 

Certainly there has been a good measure of opposition to the things we have © 
proposed. As the government claims to be the representative of all people they — 
have not thought fit. to introduce those proposals because they represented purely — 
labour opinion. But it is an important thought that this expressed opposition — 
to the viewpoints of labour on, this question hae had a very consistent tone all — 
through the piece. That is, it has been regarded as a bad thing which labour — 
was asking for, and I am not doubting the sincerity of those who espoused these q 
views, because ‘they said it involved too much leaning on the state. 

We would gradually get in a position, as individuals and collectively, that 
piece by piece, by leaning on the state, we were going to fall in to the lap of the © 
state, be absorbed, and submerged. That, in the main, has been the argument — 
against the program of labour in this respect. 

So, labour said to free enterprise: All right, you do not believe in leaning on ~ 
the state; you believe that everyone should exercise his individual initiative. 
And presuming under free enterprise the system of individual initiative is not — 
the sole prerogative of a few top men at the head of industry, labour will exercise - 
its own. prerogative as an institution operating inside free enterprise. It said © 
in reply to industry: All right, if you do not want us to lean on the state and get — 
a pension from the state we will exercise our individual initiative under free — 
enterprise to go after industry itself to pay for that pension. That thinking 
is now in the process of being applied. 4 

The result is, and I think it is a fair statement, that industry is becoming — 
to some extent alarmed about labour taking industry at its own word. In the ~ 
event of us getting a basic pension and a contributory pension, which would — 
seem to the Senator to leave the application of a private pension as a subsidy ; 
or unnecessary, [ would say there is still a pretty wide field for more pressure — 
by labour to move industry in the same way it has moved it in this pension — 
question. If we got $50 a day——Q. A month?—A. Oh, a month, I beg your — 
pardon; although there are some not too far away getting $100 a week—but that — 
is only an interpolation—we have a whole hoard of things such as provision for 4 
sickness, and provision for illness, which governments for good or bad have not a 
seen fit to bring to the fore for inclusion i in the government scheme. So, if we get ‘4 
a basic pension of $50 a month as of right under the non-contributory system, and 
supplement it by $80 or $90 a month by contributory pensions from industry, q 
then we can tell industry that we want it to move on these questions of sickness — 
and illness and so on, in an effort to get the government to bring in pensions to 
lessen the load on industry. There are other fields to explore. We believe that 
when a man is off he should be paid by industry, but, if industry does not want — 
to pay it, we can say let us jointly go to the vovernment to have that question — ‘a 
solved as a whole. q 

That, briefly, is our reasoning. We made little or no progress with the 
government, at least in tangible form, until we began to press industry for the 
provision of pensions. q 


Mr. Brooks: Your brief says that in Canada most of the present plans, that. 4 

is industrial plans, were initiated by the employers? 4 
The Witness: I agree with you-—but they were a long way from heingy t 

satisfactory. f 
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By Mr. Fogo: 

Q. In the first place?—A. We have some pensions as low as $20 or $25 
a month. 

Q. A very substantial portion of that one million you referred to are now 
covered by contributory schemes?—A. I suppose that is true. 

Q. I am thinking of the civil service, the railways, and a number of 
organizations which have had pensions for some years on some or other of the 
contributory bases?—A. I think it is also indisputable that’ even your superan- 
nuates within the country have been asking the government for supplements to 
their pensions. 


The CuarrMan: Oh, yes, we have had their brief in the committee. 

Now there is a fourth section—assistance on a means test basis. I will say 
that was a surprise to me, Mr. Conroy, since you have advocated the complete. 
abolishment of any means test system. 


The Wirness: Well, sir, we anticipated that you would be surprised, and so 
here is our story. 

To us at least there is just no relationship to the means test as existing, which 
prohibits people from receiving anything for a variety of reasons, to the 
proposals made by ourselves, that in asking for a specific amount which we regard 
as reasonable pension payment, there may arise circumstances, cost of living 
factors, and what not, which may make the figure of $40 or $50 a month as the 
case may be, just as inadequate as the present pension level is. Based on the 
circumstances of the individual, we think consideration ought to be given to 
supplementing that basic pension. 


By The Charman: 


@. It would be more of a needs test than a means test?—A. We will Hoe 
quibble over words. 

Q. No, but there is a difference in other countries between needs tests and 
means tests. There is quite a difference between them.—A. Well, I would guess 
that it would be a matter of words. In the final analysis it involves the means 
at one’s disposal—the means in one’s pocket. 

There is one sure thing, however, and it is that our proposal will not follow 
people into the grave as the means test does now. We presume this committee 
- will recommend our $50 a month at age 65 to the House of Commons, and that 
you have thereby agreed with us that it is a reasonable basic pension for people 
to exist upon; but in the event that you, and we hope you will not, take $40 a 
month as some papers seem to have been prophesying for some months, that 
amount may prove to be just as inadequate as the present pension levels are and 
-may have to be supplemented. 

Q. Who would administer that part of the system?—A. I think you would 
have to have a central administrative board. 

Q. A central administrative board?—A. With regional offices. ) 

Q. You would not leave it to the provinces?—A. I have no objection to 
anyone administering it that can fit into the over-all principle of the scheme. If 
we can secure the co-operation of the provinces it is all to the good. I will not 
quibble about provincial administration. I think where we can get nine units 
all acting in effect as one, under central guidance, that is a very healthy thing for 
the country. 

Q. But something which would be uniform in the way of means tests?—A. Oh, 
I think so. I think the present means test has neither rhyme nor reason to it— 
other than the fact that there is a premium put on complete unthriftiness 
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Q. Iam not fai gatais the value of the means test at all; I am only thinking « ‘ 
of the administration?—A. I think there has to be a yardstick. 


The CuHarrMAN: Are there any further questions on this? 


Well, Mr. Conroy, I wish to thank you very much and also to thank > 
Mr. Forsey and Mr. Andras, for your contribution to this committee. Itis surely | 
going to be very helpful. We appreciate very much the way in which you have | 
tried to inform the members of the committee and to answer their questions. Of 
course, there has been a certain amount of difficulty—mostly between you and 
me—but I want you to rest assured that I have never doubted your good faith, | 
and I hope you have not been doubtful of mine despite what you said at a certain © 
moment. You may rest assured of one thing and it is that all members of this — 
committee have an open mind on this question and wish to do their best to bring 
down a report recommending a pension system that will be to the good of the © 
Canadian nation as a whole. 

' Again we wish to thank you and the setae of the committee will join © 
with me. 4 


The Witness: On behalf of the Congress I will reply and say that we © 
appreciate the full and frank discussions here today. I think you will have — 
noticed, sir, that we have not questioned the propriety of the chair in any respect, — 
although the chair at some time or other seemed to think we were avoiding — 
questions. Mr. Croll, however, seemed to be at odds with the chairman and — 
seemed to think that we were saying too much. However, I suppose that is part 
of the democratic process and so long as we have the traditional democratic — 
right to come, so to speak, to the foot of the throne, and to tell you what is in our — 
minds, it is not merely a pleasure for us to do it, but 1t is our duty to do it. 9 

We hope what we have said will be of some assistance and we will get more | | 
pleasure out of it if you give us $50 a month at age 65. 


The committee adjourned. 
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